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FARMER  BANKRUPTCIES   UNDER   THE   NATIONAL  BANKRUPTCY 

ACT 

Every  year  a  considerable  number  of  farmers  throughout  the 
United  States  find  that  they  are  unable  to  meet  their  credit  obliga- 
tions. If  the  difficulty  appears  to  be  of  a  temporary  nature  the 
borrower  may  be  able  to  arrange  with  his  creditor  for  an  extension 
of  the  time  of  payment  or  may  be  able  to  make  some  other  plan  for 
continuing  the  credit  contract.  But  if  there  appears  to  be  no  pros- 
pect of  the  borrower  paying  his  debts  he  may  await  the  more  com- 
mon method  of  liquidation  by  foreclosure  or  he  may  conclude  that 
his  best  course  lies  in  making  a  settlement  with  his  creditors  by 
applying  his  remaining  property  in  satisfaction  of  claims. 

The  National  Bankruptcy  Act  of  July  1,  1898,  with  subsequent 
amendments,  has  governed  the  procedure  for  the  legal  adjustment 
involved  in  bankruptcy  cases  under  Federal  jurisdiction  since  that 
date.  The  principal  provisions  of  this  law  are  that  any  debtor 
who  is  unable  to  meet  his  obligations  as  they  mature  may  present 
his  case  to  a  Federal  court,  listing  his  assets  and  liabilities.  If  the 
court,  after  verifying  assets  and  claims  and  after  hearing  creditors, 
decides  that  the  case  warrants  the  action,  it  may  apportion  the 
assets  among  the  creditors,  subject  to  the  borrower's  exemptions, 
discussed  later,  and  may  declare  the  debtor  free  from  all  further 
obligations. 

Special  provision  for  agricultural  cases  is  made  in  the  National 
Bankruptcy  Act  whereby  farmers  may  not  be  placed  in  bankruptcy 

1  Acknowledgment  is  due  Carrie  W.  Strawbridge  for  services  in  the  assembling  and  preparation  of  the 
materials  used  in  this  study.  Appreciation  is  also  expressed  for  the  cooperation  and  assistance  rendered 
by  the  staff  of  the  Judicial  Statistics  Section  of  the  Department  of  Justice. 
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involuntarily.     Farmer  cases,  therefore,  include  only  those  in  which 
the  debtor  applies  for  the  use  of  the  law.2 

Bankruptcy  cases  for  farmers  as  well  as  for  other  occupations  are 
dealt  with  in  the  Federal  district  courts,  the  lowest  branch  of  the 
Federal  judicial  system.  Figure  1  shows  the  86  districts  into  which 
the  country  is  divided  and  within  which  the  district  court  has  Federal 
jurisdiction. 

FARMER  BANKRUPTCIES   RELATIVELY  FEW  IN   NUMBER 

Farmers  have  made  increasing  use  of  bankruptcy  privileges  during 
the  years  since  the  enactment  of  the  National  Bankruptcy  Act. 
Relatively  few  cases  occurred  during  the  years  1898  to  1920,  whereas 
the  average  number  was  increased  several  times  for  each  of  the  years 
1921  to  1935.  The  number  of  farmer  bankruptcy  cases  concluded 
in  the  Federal  courts  from  1898  to  1935  are  shown  for  each  of  the 
States  by  years  in  table  1.  The  pre-war  peak  of  2,064  in  1900  was- 
not  again  equaled  until  1922.  Beginning  with  the  war,  the  number 
of  farmer  bankruptcies  rose  rapidly  to  a  peak  of  7,872  in  1925. 

Farmer  bankruptcies  considered  in  relation  to  the  total  number  of 
farmers  have  never  occurred  in  large  numbers.  They  have  been 
relatively  more  numerous  in  periods  of  depression  following  periods 
in  which  debt  had  increased  substantially,  and  this  increase  has  ex- 
ceeded the  growth  in  number  of  farms.  But  the  farmer  cases  per 
year  considered  as  a  proportion  of  the  total  number  of  farmers  have 
averaged  less  than  0.1  percent  (tables  2  and  9). 

The  most  extensive  use  of  the  National  Bankruptcy  Act  by  farmers 
occurred  in  1925,  when  the  cases  numbered  only  7,872.  This  rela- 
tively limited  use  of  the  law  even  in  record  years  indicates  that  farmers 
have  not  been  disposed  to  resort  to  the  courts  even  when  their 
indebtedness  has  been  in  excess  of  the  value  of  their  property. 
Experience  has  shown  that  farmers  generally  do  not  favor  using  the 
legal  provisions  at  their  disposal  to  obtain  relief  from  financial  obliga- 
tions. The  small  proportion  of  farmers  who  have  used  the  provisions 
of  the  bankruptcy  act  becomes  clear  by  a  comparison  with  the 
total  number  of  farms  reported  by  the  census  in  the  corresponding 
census  years.  In  1925  farmer  bankruptcies  equaled  only  0.12  percent 
and  in  1910  they  were  0.01  percent  of  the  total  number  of  farms. 
Cases  in  other  census  years  are  shown  in  table  2. 

2  The  Bankruptcy  Acts  of  Apr.  4,  1800,  Aug.  19,  1841,  and  Mar.  2,  1867,  contained  no  special  provisions 
for  farmers'  cases  and  no  separate  records  of  farmers'  experiences  were  kept.  These  laws  were  repealed 
after  periods  of  3,  2,  and  11  years,  respectively,  owing  to  serious  defects,  although  the  act  of  1867  was  more 
satisfactory  to  the  interests  of  creditors  than  the  previous  acts  had  been.  Data  on  numbers  of  bankruptcies 
are  compiled  from  reports  to  the  Attorney  General. 
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Table   1. — Farmer  bankruptcies  by  States  and  geographic  divisions,  years  ended 
June  30,  1899  to  1935,  inclusive 


State  and  geographic 
division 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

Maine 

No. 
117 
3 
63 
11 
1 
16 

No. 
119 
16 
58 
22 
1 
21 

No. 
58 
14 
44 
17 

8 

No. 
82 
19 
24 
10 
1 
15 

No. 
69 
14 
29 
24 

No. 
70 
6 
19 
13 

No. 
61 
10 
37 
8 
1 
3 

No. 
60 
9 
16 
10 
4 
9 

No. 
81 
7 

14 
91 
2 
4 

No. 

77 

3 

9 

9 

No. 
87 

7 
21 

4 

No. 

85 

7 

19 
7 
3 

Vermont-  - 

Rhode  Island..   -  -. 

11 

8 

7 

1 

2 

211 

237 

141 

151 

147 

116 

120 

108 

199 

105 

120 

123 

84 

1 

39 

117 
2 
43 

107 

1 

33 

46 
3 

16 

38 
2 

28 

38 
3 
32 

27 

1 
17 

28 

1 

23 

76 
3 

46 

23 

5 

26 

33 
3 

18 

37 
1 
14 

Middle  Atlantic 

124 

162 

141 

65 

68 

73 

45 

52 

125 

54 

54 

52 

Ohio.. 

66 

63 
46 
8 
8 

114 

68 
95 
16 
14 

66 
46 
94 
7 
25 

79 
61 
39 
11 
9 

53 

33 
52 

11 
6 

39 
29 

29 
8 
5 

53 

27 
19 
3 
3 

35 
19 
33 
6 
15 

42 

24 

58 

12 

7 

48 
20 
49 
5 
8 

46 
16 
65 
12 
3 

32 

18 
43 

Illinois 

2 

3 

East  North  Central... 

191 

307 

238 

199 

155 

110 

105 

108 

143 

130 

142 

98 

Minnesota 

47 
190 
20 
23 
8 
90 
78 

142 
323 
31 
65 
42 
74 
57 

118 
255 
22 
41 
34 
28 
41 

87 
223 
20 
52 
46 
26 
33 

50 
98 
35 
25 
26 
21 
28 

54 
143 
15 
45 
13 
23 
13 

55 
135 
25 
30 

16 
16 
15 

76 
138 
15 
57 
30 
15 
16 

63 

127 
15 
77 
22 
6 
22 

68 
98 
11 
76 
33 
14 
13 

54 
50 
11 
72 
25 
14 
16 

60 

85 

Missouri.  .. 

16 

North  Dakota 

67 

South  Dakota- 

30 

15 

14 

West  North  Central- 

456 

734 

539 

487 

283 

306 

292 

347 

332 

313 

242 

287 

Delaware     .  . 

2 

17 

2 
17 

1 
12 

3 
12 
18 
16 
16 
11 

1 
43 

1 
6 

1 
9 
1 
9 
6 

1 

6 

9 

1 
2 

5 

6 

5 

26 

4 
8 
4 
47 
10 

17 
5 
6 
5 

55 
2 

16 

8 

2 

4 

36 

9 
8 

6 
11 

1 
7 
5 
1 
33 

3 

7 

5 
6 
2 
1 
43 
2 

18 
5 

1 

"""27 
1 

6 

West  Virginia 

10 

1 

South  Carolina  _    -     .  .. 

1 
37 

1 

""§9 

1 
24 

"""23 
2 

1 

39 

Florida 

1 

South  Atlantic 

118 

109 

79 

120 

63 

61 

53 

51 

42 

68 

55 

63 

Kentucky..  _    _  _ 

242 

33 

307 

6 

143 
33 

18 

93 
33 
26 

5 

96 

26 

30 

3 

67 

22 

12 

1 

65 
25 
29 

53 
28 
16 

49 
15 
15 

37 
33 
19 

12 

12 
18 
3 

25 
10 
20 
3 

19 

Tennessee 

Alabama 

8 
10 
1 

East  South  Central. .- 

588 

194 

157 

155 

102 

119 

97 

79 

89 

45 

58 

38 

Arkansas...  ..  _ 

6 

1 
29 
57 

5 

2 
23 

98 

3 

2 
10 
63 

4 

1 

2 

1 
10 
33 

1 
3 
9 
27 

4 
16 
14 
51 

13 

6 
8 
28 

8 
11 
13 
22 

12 

16 

Oklahoma 

Texas 

5 
46 

7 
38 

11 

27 

14 
24 

West  South  Central- 

93 

128 

78 

51 

49 

39 

46 

40 

85 

55 

54 

66 

4 

9 

1 

14 

5 
19 

5 

4 

2 

16 

2 

11 

1 
2 

2 

4 

10 

2 

9 

8 

9 

Wyoming.-.  . 

Colorado _    ..  . 

21 

11 

4 

4 

2 

1 

3 

6 

6 

6 

2 

17 

1 

2 
6 

1 

5 

Utah 

17 

1 

4 

5 

2 

9 

3 

8 

4 

9 

3 

Mountain 

36 

63 

24 

33 

24 

7 

17 

23 

18 

19 

23 

35 

Washington.. 

30 
34 
45 

29 

47 
54 

14 
19 
34 

6 
19 
41 

14 
32 
40 

10 
10 
33 

17 
11 
29 

2 

7 
27 

4 

5 

23 

6 

9 

31 

6 
11 
32 

9 

Oregon .. 

9 

California 

69 

Pacific 

109 

130 

67 

66 

86 

53 

57 

36 

32 

46 

49 

87 

United  States 

1,926 

2,064 

1,464 

1,327 

977 

884 

832 

844 

1,065 

835 

797 

849 
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Table  1. — Farmer  bankruptcies  by  States  and  geographic  divisions,  years  ended 
June  30,  1899  to  1935,  inclusive — Continued 


State  and  geographic 
division 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

No. 
66 

1 
10 

6 

No. 
110 
3 
11 
19 
1 
4 

No. 
59 
6 
9 
4 

ATo. 
66 
4 
8 
9 

No. 

88 
6 

7 
8 

No. 
115 
1 
9 
9 
1 
8 

No. 

100 

2 

19 

12 

"~19 

No. 

85 
3 
6 

21 
1 
9 

No. 

5 
7 
9 
1 
5 

No. 
50 
4 

10 
6 

2 

No. 
62 
3 

14 
9 
1 
2 

No. 
51 

7 

21 

10 

1 

2 

3 

1 

3 

2 

New  England 

85 

148 

81 

88 

112 

143 

152 

125 

104 

72 

91 

92 

New  York.. 

37 

1 
10 

33 

4 

21 

41 
4 
21 

33 

4 
26 

57 

1 

32 

46 
7 
35 

75 

8 
47 

59 
5 
33 

57 
6 
26 

49 

2 
16 

61 

5 
25 

38 

4 

35 

Middle  Atlantic 

48 

58 

66 

63 

90 

88 

130 

97 

89 

67 

91 

77 

Ohio     

27 
26 
27 
4 
5 

24 
13 
34 
3 
4 

28 
23 
29 
53 
10 

27 

19 
35 
2 
8 

24 

16 

44 

4 

6 

44 
22 

57 
9 
14 

28 

26 
69 
12 
7 

43 

15 
46 
12 
10 

15 
14 
25 
10 
11 

18 

12 
29 
4 
20 

23 

16 

11 

1 

11 

64 

59 

Illinois. 

81 

11 

32 

East  North  Central. .. 

89 

78 

143 

91 

94 

146 

142 

126 

75 

83 

62 

247 

28 

56 
10 
41 
11 
14 

29 
82 
9 
54 
19 
15 
11 

32 
60 
15 
92 
25 
15 
19 

29 

69 
11 
105 
42 
12 
21 

16 
66 
10 
111 
33 
18 
36 

19 
82 
20 
90 
16 
23 
26 

59 
72 
28 
60 
50 
20 
36 

49 
78 
24 
61 
17 
12 
26 

16 
40 
31 
37 
6 
8 
18 

42 
36 
25 
50 
18 
11 
31 

57 
75 
22 
93 
24 
8 
45 

189 

368 

61 

237 

South  Dakota 

38 

Nebraska.   .... 

60 

113 

West  North  Central... 

167 

219 

258 

289 

290 

276 

325 

267 

156 

213 

324 

1,066 

2 
6 

1 
-  4 

2 

1 
3 

""5 

3 

6 

6 

10 

13 

19 

6 

17 

Vireinia 

14 
13 
1 
3 

40 
1 

10 

"~~2 

48 
4 

17 
9 
1 
1 

51 
1 

12 
1 
1 
3 

73 
1 

21 
16 
3 

"""l26 

5 

25 

14 

1 

5 

310 

4 

41 
20 
3 
7 
318 
5 

37 
14 
8 
2 
322 
8 

38 
16 
3 
2 
216 
10 

17 
5 
3 
1 
129 

10 

24 
10 
2 
4 
241 
11 

40 
12 

13 

1 

Georgia . .             . 

588 

Florida 

4 

South  Atlantic 

78 

79 

85 

100 

177 

369 

407 

410 

291 

169 

297 

678 

25 

20 
18 
2 

37 
19 
32 
3 

34 

14 
31 
4 

29 

19 
52 

19 

36 
72 

30 

45 

85 

4 

19 
65 
88 
12 

29 

44 
93 
13 

32 

22 
68 
4 

24 

32 

49 

3 

21 
24 
43 
12 

43 

Tennessee 

46 

Alabama 

100 

Mississippi. 

12 

East  South  Central. .. 

65 

91 

83 

100 

127 

164 

184 

179 

126 

108 

100 

201 

Arkansas 

10 

21 
16 
25 

16 
13 
11 
22 

8 
15 
29 
37 

6 
13 

18 
44 

23 
17 
50 

20 

25 
36 
97 

36 
29 
39 
113 

32 

28 
31 
95 

20 
21 
13 
110 

8 
17 
13 
57 

17 
12 
13 
82 

72 

Louisiana 

Oklahoma  .. 

32 

38 

Texas... 

122 

West  South  Central- 

72 

62 

89 

81 

97 

178 

217 

186 

164 

95 

124 

264 

Montana  ... 

9 

1 

20 
1 
2 

24 

38 

5 
3 
17 

55 

24 
2 

31 
2 
1 
3 

71 
25 

8 

47 

""2 
6 

81 
40 

3 
38 

3 

"~l4 

90 

27 
3 

49 
2 
2 

20 

38 
15 

3 
21 

4 

1 
22 

1 

52 

20 

~~~19 

1 

63 

12 
3 

18 
3 

82 

19 
8 

48 
2 
1 

17 

215 

Idaho 

Wyoming           .     .... 

79 

12 

Colorado 

19 

1 

77 
3 

9 

Utah 

5 

5 
3 

2 
1 

9 
1 

5 

22 

Nevada.        ..     .  _ 

2 

35 

55 

66 

118 

159 

179 

193 

105 

102 

104 

177 

419 

11 
10 
19 

16 
9 
22 

22 

18 
31 

36 
32 

47 

27 
31 
42 

38 
18 
59 

42 

40 
74 

50 
32 
55 

23 
28 
49 

20 

59 

29 

11 
57 

49 

33 

110 

40 

47 

71 

115 

100 

115 

156 

137 

100 

86 

97 

192 

United  States    .     . 

679 

837 

942 

1,045 

1,246 

1,658 

1,906 

1,632 

1,207 

997 

1,363 

3,236 
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Table  1. — Fanner  bankruptcies  by  States  and  geographic  divisions,  years  ended 
June  SO,  1899  to  1935,  inclusive — Continued 


State  and  geographic  division 

1923 

1924 

1925 

1926 

1927 

1923 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

No. 

94 

12 

20 

5 

No. 

136 

6 

27 
11 

1 
15 

No. 

103 

5 

39 

2 
13 

No. 

101 

7 

17 

12 

_____ 

No. 
51 

21 
10 
2 
14 

No. 
77 

29 
18 

"""31 

No. 
69 

6 
28 
26 

2 
14 

No. 

65 

5 
33 
22 

~~"_6 

No. 

62 

1 

21 

15 

1 

4 

No. 
80 

9 
52 
32 

1 
12 

No. 

67 
13 
27 
21 
4 
32 

No. 
85 
10 
28 
20 
3 
25 

No. 
68 

6 

24 

18 

1 

15 

6 

146 

196 

169 

145 

105 

162 

145 

141 

104 

186 

164 

171 

123 

96 

4 
48 

105 
14 
52 

104 
16 

70 

122 
33 
69 

145 
16 
63 

152 
12 
110 

149 

18 

103 

172 

12 

121 

198 

IS 

137 

193 
21 
158 

219 
20 
275 

185 
27 
208 

256 

30 

171 

Middle  Atlantic -  - 

148 

171 

190 

224 

224 

274 

270 

305 

353 

372 

514 

420 

457 

Ohio       -        .-.-- 

156 
84 

192 
27 

110 

209 
101 
194 
44 
136 

214 
97 

190 
46 

213 

760 

188 
112 
234 
50 
260 

137 
76 

257 
34 

215 

157 
114 
374 

41 
188 

220 
110 
410 
36 
204 

270 
144 
364 
39 
156 

277 
148 
368 
31 
201 

460 
208 
614 
47 
251 

644 
222 
815 
68 
271 

443 
160 
527 
43 

211 

302 

159 

356 

61 

177 

East  North  Central 

569 

684 

844 

719 

874 

980 

193 
420 
211 
287 
106 
157 
97 

973 

1,025 

1,580 

2,  020 

1,384 

1,055 

291 
489 
105 
615 
148 
132 
225 

430 
663 
238 
782 
236 
172 
264 

369 
861 
287 
629 
352 
178 
213 

419 
791 
301 
536 
368 
238 
160 

294 
656 
314 
376 
352 
181 
231 

266 
534 
2SS 
153 
239 
135 
114 

185 
328 
214 
168 
114 
148 
100 

116 
338 
181 
106 

92 
107 
70 

114 
456 

228 
55 
53 
97 
96 

98 
561 
276 
39 
74 
109 
120 

117 

395 

221 

39 

53 
84 

74 

84 

332 

167 

40 

36 

84 

134 

West  North  Central 

2,005 

2,785 

2,889 

2,813 

2,404 

1,729 

1,471 

1,257 

1,010 

1,099 

1,277 

983 

877 

2 
37 

6 
42 

8 
38 

5 
54 

4 
35 

10 

49 

1 

109 
25 
38 
46 

394 
13 

8 
48 

7 
49 

15 
42 

19 
31 

42 

140 

0 

138 

28 

84 

31 

124 

14 

18 

91 

0 

154 

39 
162 

29 
196 

10 

699 

30 

84 

0 

87 
7 
16 
24 
772 
14 

84 
11 
36 
36 
848 
22 

95 

19 

45 

26 

798 

8 

111 
10 
37 
53 

467 
10 

97 
16 
50 
47 
327 
9 

98 
41 
25 
34 
248 
13 

110 

30 
39 
25 
218 
13 

103 

29 
56 
22 

177 
11 

117 
34 

47 
26 
165 
28 

159 

53 

207 

16 

171 

Florida 

15 

959 

1,085 

1,037 

747 

585 

685 

515 

491 

455 

467 

601 

735 

88 
118 
181 

33 

104 
112 

218 
49 

108 
109 
242 

58 

117 

134 

295 

33 

164 

101 

318 

32 

191 
102 

211 
17 

131 
118 

85 
18 

122 
83 

117 
14 

98 
101 
126 

13 

103 
89 
94 
25 

167 
115 
167 
45 

154 
99 

100 
46 

143 

98 

150 

40 

East  South  Central- 

420 

483 

517 

579 

615 

521 

352 

336 

338 

311 

494 

399 

431 

76 
129 

81 
253 

104 
171 
138 
375 

85 

77 

145 

343 

101 
159 
170 
334 

94 
119 
145 
209 

89 

93 

108 

271 

83 

85 
65 
251 

94 

85 
55 
141 

37 

74 
34 
137 

53 

52 

64 

139 

308 

70 
54 
48 
199 

50 
74 
41 
164 

39 

66 

21 

181 

West  South  Central 

539 

788 

650 

764 

567 

561 

484 

375 

282 

371 

329 

307 

366 

160 

14 

118 

3 

37 

32 

551 
231 
36 
128 
28 
31 
35 

460 

260 

48 

220 

27 

19 

32 

5 

624 

223 

38 

143 

50 

29 

33 

2 

245 
161 
31 
90 
22 
30 
26 
4 

126 
101 
44 
63 
27 
23 
34 
2 

131 
78 
17 
50 
26 

25 
1 

104 

39 

12 

49 

6 

6 

36 
8 

66 

41 

3 

53 

22 
2 

59 

45 
18 
58 
4 
9 
21 
1 

40 

34 
5 

43 
4 
6 

35 
0 

20 
34 

9 
29 

8 

9 
21 

1 

29 

20 

4 

20 

8 

6 

Utah           

14 

0 

730 

1,040 

1,071 

1,142 

609 

420 

335 

260 

201 

215 

167 

131 

101 

131 
110 
183 

213 
91 
236 

196 
100 
293 

589 

182 
109 
220 

160 

72 

236 

144 

67 

242 

107 
83 
197 

90 

5C 

18C 

326 

10C 
42 
113 

255 

92 

63 
156 

88 
44 

177 

37 

40 
123 

64 

48 

113 

424 

540 

511 

468 

453 

387 

311 

309 

200 
4,716 

225 

United  States        ...      _    - 

5,940 

7,  772 

7,872 

7,769 

6,296 

5,679 

4,939 

4,464 

4,023 

4,849 

5, 917 

4,311 
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Table  2. — Number  of  bankruptcies  compared  with  number  of  farms,  census  years, 

1900-1930 


All  farms 

Farmer 
bankruptcies 

Census  year 

All  farms 

Farmer 
bankruptcies 

Census  year 

Total 

Percent- 
age of 
all  farms 

Total 

Percent- 
age of 
all  farms 

1900 

Number 

5,  737,  372 

6,  361,  502 
6,  448,  343 

Number 

2,064 

849 

997 

Percent 

0.04 

.01 

.02 

1925. _. 

Number 
6,  371,  640 
6,  288,  648 

Number 
7,872 
4,464 

Percent 
0. 12 

1910 

1920 

1930 

.07 

Farmer  bankruptcies  are  therefore  more  significant  because  of  the 
changes  in  their  frequency  from  one  year  to  another  than  because  of 
their  number.  The  tables,  figures,  and  discussion  in  this  circular 
present  a  summary  which  shows  36  years  of  farmers'  experience  under 
Federal  law,  compared  with  other  occupations  for  selected  periods. 

FARMER  CASES  COMPARED   WITH  THOSE  OF  OTHER 
OCCUPATIONS 

The  number  of  farmer-debt  settlements  through  bankruptcy  is  small 
when  compared  with  cases  in  other  industries.  In  36  years  farmer 
cases  totaled  100,848,  or  9.7  percent, of  all  cases  arising  under  the  bank- 
ruptcy act,  as  shown  in  tables  3,  4,  and  5  and  figure  2. 


935 


figure  2. —  index  numbers  of  bankruptcies  in  various  occupations, 
United  states,  1899-1935. 

Farmer  bankruptcies  declined  following  the  depression  of  the  nineties  and  continued  at  about  the  same 
level  until  1915.  A  short  rise  occurred  in  1916-17  and  the  low  point  of  1920  was  followed  by  a  great  increase 
in  the  most  acute  years  of  the  agricultural  depression  beginning  in  1921.  Despite  substantial  reductions 
since  1926  the  number  of  farmer  cases  has  remained  several  times  the  pre-war  level. 

Marked  variations  appear  in  the  number  and  proportion  of  farmer 
cases  between  individual  years  as  well  as  between  periods  of  prosperity 
and  depression.  Since  1912,  farmer  bankruptcies  have  been  third  in 
the  number  of  legal  settlements  of  insolvencies  among  occupational 
groups.  Bankruptcies  among  laborers  have  been  first  numerically 
since  1917,  and  cases  among  merchants  have  been  second. 
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The  relative  numerical  position  of  bankruptcies  among  various 
occupations  does  not  necessarily  indicate  corresponding  importance 
in  assets  and  liabilities  involved  or  in  the  losses  sustained  by  creditors. 
The  average  amounts  represented  by  these  items  in  the  case  of  farmers 
and  other  individuals  naturally  are  less  than  for  manufacturers  and 
merchants  since  these  enterprises  generally  require  more  capital  (tables 
4  and  5). 


Table  3. 


-Distribution  of  bankruptcies  in  the  United  States,  by  specified  periods, 
1899-1934 


Period  ended  June  30 

Farmers 

Wage 
earners 

Mer- 
chants 

Manufac- 
turers 

Profes- 
sional 

Other 
classes 

Total 

1899-1909 

1910-19.             

Number 
13,  015 
12,  001 
51,  863 
23,  969 

Number 
56,  309 
59,  859 
139,  273 

i  144,  363 

Number 
46,  517 
66,  418 
99,  869 
71,  772 

Number 
5,901 
9,744 
12.  033 
7,525 

Number 

4,116 

4,460 

7,980 

2  6,  201 

Number 
27,  659 
41,  689 
67,  641 
55,  465 

Number 
153,  517 
194,  171 

1920-29 

1930-34 

378,  659 
309,  295 

Total -.     -     ..- 

100,  848 

399,  804 

284,  576 

35,  203 

22,  757 

192,  454 

1,  035,  642 

1899-1909 .     - 

Percent 
8.5 
6.2 
13.7 
7.8 

Percent 

36.7 

30.8 

36.8 

146.7 

Percent 
30.3 
34.2 
26.4 
23.2 

Percent 
3.8 
5.0 
3.2 
2.4 

Percent 

2.7 

2.3 

2.1 

2  2.0 

Percent 
18.0 
21.5 
17.8 
17.9 

Percent 
100.0 

1910-19 

1920-29 

100.0 
100.0 

1930-34...                

100.0 

Total 

9.7 

38.6 

27.5 

3.4 

2.2 

18.6 

100.0 

i  Includes  professional  for  1934. 
2  4  years  1930-33. 


Table  4. — Number  of  bankruptcies  in  various  occupations,  1899-1935 


Year  ended  June  30 


1899 
1900 
1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935. 


Farmers 


Number 
1,926 
2,064 
1,464 
1,327 


Wage 
earners 


Number 
5,317 
7,580 
7,164 
6,923 
4,654 


884 

5,414 

832 

5,645 

844 

3,188 

1,065 

3,380 

835 

3,510 

797 

3,534 

849 

4,376 

679 

4,185 

837 

4,646 

942 

4,895 

1,045 

5,798 

1,246 

6,659 

1,658 

6,458 

1,906 

7,817 

1,632 

8,246 

1,207 

6,779 

997 

5,634 

1,363 

5,920 

3,236 

7,552 

5,940 

10,237 

7,772 

13, 102 

7,872 

14,  429 

7,769 

16,  806 

6,296 

18,  500 

5,679 

21,590 

4,939 

25,  503 

4,464 

28,989 

4,023 

29,693 

4,849 

29,655 

5,917 

27,232 

4,716 

>  28,  794 

4,311 

i  31,  576 

Mer- 
chants 


Number 
5,894 
5,286 
3,313 
3,125 
3,956 
4,257 
4,562 
2,865 
4,512 
4,179 
4,568 
5,277 
4,971 
5,338 
6,652 
6,302 
7,482 
9,086 
8,657 
7,054 
5,599 
3,873 
3,740 
6,469 

10,  740 

12,  045 
11,455 

11,  734 

12,  044 

13,  804 

13,  965 
13,  479 
13,  459 
15,  606 
17,  861 
11,  367 


Manu- 
facturers 


Number 
506 
563 
304 
322 
459 
407 
502 
608 
953 
615 
662 
926 
789 
841 


1,208 

1,228 

1,  202 

966 

842 

673 

580 

811 

1,319 

1,525 

1,478 

1,435 

1,394 

1,372 

1,446 

1,383 

1,336 

1,466 

1,575 

1,765 

1,288 


Profes- 
sional 


Number 
579 
518 
426 
539 
490 
211 
143 
465 
272 
250 
223 
356 
314 
422 
333 
418 
395 
551 


528 

507 

299 

350 

491 

662 

764 

1,018 

1,214 

1,322 

1,353 

1,378 

1,292 

1,506 

2,025 


Other 
classes 


Number 
5,569 
4,781 
1,799 
1,922 
2,173 
1,150 
1,001 
2,722 
2,047 
2,437 
2,058 
3,011 
3,212 
3,505 
4,034 
4,284 
4,243 
4,950 
5,099 
5, 
4, 
3, 
3, 
4, 
5, 
6, 
8, 


005 

346 


260 
,044 
509 
418 
238 
8,287 
8,618 
9,677 
9,691 
10,  662 
10,  302 
10,  197 
12, 113 
12,  191 
11,281 


Total 


Number 

19,  791 

20,  792 
14,  470 
14, 158 
12,  709 
12,  323 
12,  685 

10,  692 
12,229 

11,  826 
11,  842 

14,  795 
14, 150 

15,  589 

17,  704 

18,  741 

21,  233 
23,  931 
25,  265 
23,462 

19,  301 
15,  583 
15, 162 

22,  462 
34,  236 
41,  524 
44,  236 

47,  049 

48,  066 
53,444 
56,  897 
60,355 
60, 105 
63,  279 
66,  723 
58,833 
56,  319 


1  Includes  professional  men. 
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Table  5. — Percentage  of  bankruptcies  in  various  occupations,  1899-1935 


Year  ended  June  30 


Farmers 

Wage 

Mer- 

Manu- 

Profes- 

Other 

earners 

chants 

facturers 

sional 

classes 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

9.7 

26.9 

29.8 

2.6 

2.9 

28.1 

9.9 

36.5 

25.4 

2.7 

2.5 

23.0 

10.1 

49.5 

22.9 

2.1 

3.0 

12.4 

9.4 

48.9 

22.0 

2.3 

3.8 

13.6 

7.  7 

36.6 

31.1 

3.6 

3.9 

17.1 

7.2 

43.9 

34.6 

3.3 

1.7 

9.3 

6.6 

44.5 

36.0 

3.9 

1.  1 

7.9 

7.9 

29.8 

26.8 

5.7 

4.3 

25.5 

8.7 

27.7 

36.9 

7.8 

2.2 

16.7 

7.1 

29.7 

35.3 

5.2 

2.1 

20.6 

6.7 

29.8 

38.6 

5.6 

1.9 

17.4 

5.7 

29.6 

35.7 

6.3 

2.4 

20.3 

4.8 

29.6 

35.1 

5.6 

2.2 

22.7 

5.4 

29.8 

34.2 

5.4 

2.7 

22.5 

5.3 

27.6 

37.6 

4.8 

1.9 

22.8 

5.6 

30.9 

33.6 

4.8 

2.2 

22.9 

5.9 

31.4 

35.2 

5.7 

1.8 

20.0 

6.9 

27.0 

38.0 

5.1 

2.3 

20.7 

7.5 

30.9 

34.3 

4.8 

2.3 

20.2 

7.0 

35.1 

30.1 

4.1 

2.4 

21.3 

6.3 

35.1 

29.0 

4.4 

2.7 

22.5 

6.4 

36.2 

24.9 

4.3 

3.2 

25.0 

9.0 

39.0 

24.7 

3.8 

2.0 

21.5 

14.4 

33.6 

28.8 

3.6 

1.6 

18.0 

17.3 

29.9 

31.4 

3.9 

1.4 

16.1 

18.7 

31.5 

29.0 

3.7 

1.6 

15.5 

17.8 

32.6 

25.9 

3.4 

1.7 

18.6 

16.5 

35.7 

24.9 

3.1 

2.2 

17.6 

13.1 

38.5 

25.1 

2.9 

2.5 

17.9 

10.6 

40.4 

25.8 

2.6 

2.5 

18.1 

8.7 

44.8 

24.6 

2.5 

2.4 

17.0 

7.4 

48.0 

22.3 

2.3 

2.3 

17.7 

6.7 

49.4 

22.4 

2.2 

2.2 

17.  1 

7.  7 

46.9 

24.6 

2.3 

2.4 

16.1 

8.9 

40.8 

26.8 

2.4 

3.0 

18.1 

8.0 

149.0 

19.3 

3.0 

20.7 

7.7 

156.0 

14.0 

2.3 

20.0 

Total 


1899 
1900 
1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


i  Includes  professional  men. 

GEOGRAPHIC   DISTRIBUTION   OF  FARMER  BANKRUPTICES 

Farmers  in  the  East  North  Central  and  West  North  Central  States 
have  made  more  frequent  use  of  the  bankruptcy  provisions  than  have 
the  farmers  in  other  sections.  During  the  entire  37-year  period  1898- 
1934  a  total  of  46  percent  of  the  farmer  cases  occurred  in  those  two 
geographic  divisions;  and  during  the  depression  years,  1930-34, 
53  percent  of  the  farmer  bankruptcies  were  reported  from  that  area. 
This  relative  use  of  the  bankruptcy  law  among  geographic  divisions  is 
shown  in  tables  6,  7,  and  13,  and  figure  3. 

Table  6. — Distribution  of  farmer  bankruptcies,  July  1,  1898,  to  June  30,  1934 


Geographic  division 

Total 

Percent- 
age of 
United 
States 
total 

Geographic  division 

Total 

Percent- 
age of 

United 
States 
total 

Number 
4,905 
5,444 
15,  714 
30, 190 
12,  348 
8,614 

Percent 
4.9 
5.4 
15.6 
29.9 
12.2 
8.5 

West  South  Central- 

Number 
8,431 
8,355 
6,847 

Percent 
8.4 

Middle  Atlantic .  . 

Mountain 

Pacific 

8.3 

East  North  Central,  .-- 

6.8 

United  States 

South  Atlantic    ...     

100, 848 

100.0 

East  South  Central 

81501°— 36- 
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ndex  Numbers  of  Farmer  Bankruptcies,   by  Geographic 
Divisions.   1899-1935. 


Comparatively  few  farmer  eases  occurred  during  the  Ions  period  of  agricultural  prosperity  from  1900  to 
1915.  Increases  for  the  years  1915-17  were  largely  confined  to  the  Southern  States  where  cotton  prices  had 
been  very  low  in  1914.  Following  1920  tremendous  increases  occurred  in  all  areas  except  New  England, 
where  debt  expansion  had  remained  moderate.  Declines  began  about  1926,  except  in  the  Middle  Atlantic 
and  East  North  Central  States  where  the  number  of  cases  continued  steadily  upward  until  1933. 
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Table  7. — Percentage  distribution  of  farmer  bankruptcies  and  of  all  farms   by 
geographic  divisions  and  specified  periods,  1899-1934- 


Farmer  bankruptcies  ' 

All  farms  2 

Geographic  division 

1899- 
1909 

1910-19 

1920-29 

1930-34 

1899- 
1909 

1910-19 

1920-29 

1930-34 

Percent 
12.7 
7.4 
14.1 
33.3 
6.3 
12.9 
5.5 
2.2 
5.6 

Percent 
9.7 
6.5 
9.0 
21.1 
17.2 
9.6 
10.1 
8.7 
8.1 

Percent 
2.6 
3.4 
11.2 
34.1 
13.0 
7.5 
9.3 
11.7 
7.2 

Percent 
3.2 
8.2 
29.1 
23.5 
11.3 
7.8 
7.0 
4.1 
5.8 

Percent 
3.3 
8.5 
19.8 
18.5 
16.8 
15.7 
13.1 
1.8 
2.5 

Percent 
3.0 
7.3 
17.7 
17.4 
17.5 
16.4 
14.8 
2.9 
3.0 

Percent 
2.4 
6.6 
16.8 
17.0 
18.0 
16.3 
15.5 
3.8 
3.6 

Percent 
2.0 

Middle  Atlantic.    _  .  _  _      _  .  . 

5.7 

15.4 

West  North  Central 

17.7 

South  Atlantic 

16.8 

16.9 

West  South  Central . 

17.5 

3.8 

Pacific .  . 

4.2 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

''  1  For  years  ended  June  30. 
2  For  census  years. 

The  differences  in  the  frequency  of  farmer  cases  and  others  as 
between  geographic  divisions  are  due  partly  to  the  relative  importance 
of  agriculture  and  partly  to  the  relative  economic  conditions  in  agricul- 
ture and  other  industries.  Areas  largely  agricultural  in  character  give 
rise  to  larger  proportions  of  farmer  cases  than  do  other  areas  (tables 
7  and  8). 

Table  8. — Farmer  bankruptcies  as  percentage  of  total  bankruptcies,  by  geographic 

divisions,  1899-1935 


Year  ended  June : 


United 
States 

New 

Middle 

East 

West 

South 

East 

West 

Moun- 
tain 

Eng- 

Atlan- 

North 

North 

Atlan- 

South 

South 

land 

tic 

Central 

Central 

tic 

Central 

Central 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

9.7 

7.2 

3.2 

4.8 

16.7 

7.1 

20.9 

8.2 

5.9 

9.9 

6.7 

4.1 

6.2 

25.4 

7.7 

12.3 

12.5 

9.8 

10.1 

6.2 

5.1 

6.4 

26.9 

7.3 

14.3 

12.1 

6.2 

9.4 

5.8 

2.9 

5.9 

24.9 

9.6 

12.8 

8.0 

8.5 

7.7 

6.1 

3.1 

5.2 

18.6 

6.6 

10.0 

8.0 

6.5 

7.2 

5.0 

3.9 

3.8 

20.7 

6.4 

10.1 

5.6 

1.8 

6.6 

5.2 

2.2 

3.8 

19.1 

5.6 

7.7 

5.9 

4.8 

7.9 

6.1 

2.6 

4.7 

26.5 

5.7 

9.7 

6.0 

6.5 

8.7 

9.8 

5.9 

5.2 

21.0 

5.3 

7.2 

9.7 

4.5 

7.1 

5.5 

2.9 

5.5 

17.8 

5.8 

3.7 

9.6 

5.4 

6.7 

7.3 

3.0 

5.2 

15.0 

4.4 

4.6 

7.4 

7.2 

5.7 

6.0 

1.8 

3.2 

15.9 

4.5 

2.8 

8.3 

7.1 

4.8 

4.4 

1.6 

3.4 

11.0 

5.1 

5.3 

8.2 

7.0 

5.4 

7.4 

L7 

2.7 

14.2 

4.7 

5.7 

7.0 

9.1 

5.4 

4.0 

1.8 

5.0 

13.7 

4.5 

4.1 

7.4 

8.9 

5.6 

4.0 

2.0 

2.8 

14.6 

4.5 

4.2 

6.8 

15.7 

5.9 

4.8 

2.4 

2.8 

13.8 

5.5 

4.4 

9.3 

19.2 

6.9 

5.3 

2.0 

3.9 

12.6 

9.8 

6.8 

9.4 

17.0 

7.5 

4.8 

2.7 

3.6 

13.6 

12.2 

6.8 

12.2 

17.4 

7.0 

4.3 

2.4 

3.6 

11.4 

13.8 

5.3 

15.1 

11.4 

6.3 

4.1 

2.4 

2.2 

8.1 

15.8 

5.6 

14.9 

11.9 

6.4 

3.8 

2.2 

3.3 

12.0 

10.1 

6.8 

10.0 

16.2 

9.0 

6.2 

3.3 

3.6 

20.6 

13.7 

3.9 

15.7 

23.8 

14.4 

4.9 

2.6 

9.0 

40.3 

17.0 

4.9 

19.5 

38.2 

17.4 

4.9 

3.1 

11.5 

46.1 

17.0 

9.1 

20.4 

43.3 

18.7 

5.8 

3.2 

12.2 

42.5 

16.9 

9.7 

22.3 

46.3 

17.8 

5.2 

2.6 

13.4 

39.2 

17.6 

9.7 

23.6 

41.8 

16.5 

4.6 

3.4 

11.3 

35.4 

12.7 

9.5 

25.6 

42.7 

13.1 

3.1 

3.1 

9.2 

30.3 

10.0 

9.7 

20.7 

31.8 

10.6 

3.5 

3.5 

9.3 

24.2 

9.9 

6.9 

19.5 

24.0 

8.7 

3.2 

3.2 

8.8 

21.2 

7.0 

4.5 

17.3 

20.9 

7.4 

2.8 

3.6 

8.0 

19.2 

5.9 

3.8 

14.7 

17.1 

6.7 

2.3 

3.6 

8.1 

17.9 

5.8 

3.6 

10.5 

13.3 

7.7 

3.8 

3.8 

10.7 

20.5 

5.7 

3.2 

10.2 

15.2 

8.9 

3.4 

3.7 

13.3 

23.8 

7.4 

6.0 

9.7 

13.1 

8.0 

4.1 

3.5 

9.0 

22.0 

9.7 

5.9 

13.3 

13.0 

7.7 

3.2 

4.0 

6.7 

19.4 

11.6 

7.4 

15.4 

10.6 

Pacific 


Percent 
14.2 
16.3 
13.6 
12.0 
14.0 
9.2 
8.4 
6.8 
7.3 
7.7 
9.6 
9.0 
4.2 
4.6 
5.4 
6.9 
5.9 
6.1 
7.3 
6.7 
5.8 
5.9 
7.2 
11.0 
16.3 
15.7 
14.6 
11.9 
10.0 
8.5 
6.1 
4.6 
4.4 
5.0 
5.1 
3.8 
4.1 
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RELATION  OF  FARMER  BANKRUPTCIES  TO  ECONOMIC 
CONDITIONS 

The  relative  number  of  farmer  bankruptcy  cases  in  any  one  period 
has  shown  a  significant  relationship  to  the  economic  conditions  affect- 
ing farmers  in  that  period.  From  1898  to  1914,  the  annual  number  of 
bankruptcies  averaged  1,085.  During  the  6  years,  1915-20,  there 
was  an  average  of  1,441,  making  an  average  of  1,182  cases  for  the  22 
years.  In  1921,  a  rapid  increase  began  in  farmer-insolvency  cases 
adjusted  in  the  courts,  the  number  rising  to  a  peak  in  1925  and  con- 
tinuing at  a  high  level  through  1934  (fig.  4).  Farmer  cases  averaged 
5,276  per  year  during  the  15  years  1921-35,,  as  compared  with  an 
average  of  870  per  year  during  the  pre-war  years  1910-14. 
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figure  4.— index  numbers  of  farm  bankruptcies,  and  of  wholesale 
prices  of  Farm  products.  United  states,  1899-1935. 

The  number  of  farmer  cases  concluded  in  the  bankruptcy  courts  has  shown  a  marked  relationship  to  farm 
prices  though  a  lag  of  several  years  has  appeared  consistently  between  the  two  series.  The  peak  of 
bankruptcies  in  1925  occurred  4  years  after  the  low  point  cf  farm  prices  in  1921. 

BANKRUPTCIES  LAG  BEHIND  ECONOMIC  CHANGES 

The  number  of  farmer  bankruptcies  occurring  from  year  to  year 
appears  to  show  a  lag  of  several  years  behind  the  movement  of  farm 
prices,  farm  income,  and  other  economic  conditions  which  contribute 
largely  to  causes  of  insolvency.  During  the  period  since  1899  when 
bankruptcy  data  first  became  available,  it  has  happened  that  major 
changes  in  the  number  of  cases  took  place  several  years  after  the  time 
of  major  changes  in  prices.  Following  1921  the  number  of  cases  in 
the  United  States,  and  in  most  of  the  geographic  divisions,  reached  a 
peak  about  1925,  although  this  was  generally  the  most  favorable  of 
any  year  for  agriculture  during  the  decade  following  1920.  In  a  simi- 
lar way  after  the  low  prices  of  1896,  bankruptcies  were  higher  in  1900 
than  in  1899  although  in  1900  prices  had  been  rising  for  several  years. 

A  comparison  of  the  trend  in  the  number  of  farmer  bankruptcies 
with  those  of  other  occupations  during  the  same  period  indicates  the 
respective  general  condition  of  agriculture  and  other  branches  of 
industry.     Agriculture  reflected  the  1921  collapse  of  farm  prices  by  a 
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continuous  increase  in  bankruptcy  during  the  next  4  years.  Bank- 
ruptcies among  persons  engaged  in  other  occupations  increased  in 
number  of  cases  through  a  decade  or  longer  after  1920.  Bankruptcies 
of  wage  earners  reached  highest  numbers  in  1931  and  bankruptcies  of 
merchants  and  professionals  in  1933,  from  2  to  4  years  after  the  begin- 
ning of  the  depression  in  1929,  and  6  to  8  years  after  the  peak  of  farmer 
bankruptcies. 

EFFECT  OF  LAG  ON  LEGISLATION 

The  consistent  lag  between  price  depressions  and  the  settlement  of 
debt-distress  cases  is  also  an  influence  in  the  legislation  dealing  with 
debt  settlement.  Each  of  the  Federal  measures  relating  to  bank- 
ruptcy—the acts  of  April  4,  1800,  August  19,  1841,  March  2,  1867, 
July  1,  1898,  and  March  3,  1933 — followed  intervals  of  1  or  more 
years  of  adverse  conditions,  the  respective  panics  and  business  depres- 
sions of  1797,  1837,  1865-66,  1896,  and  1932.3 

The  delay  in  legal  action  seems  partly  due  to  the  time  required  to 
demonstrate  clearly  the  existence  of  insolvency  and  partly  to  that 
necessary  for  legal  procedure  to  conclude  cases,  but  it  is  mostly  due  to 
the  attitude  of  creditors  in  dealing  with  delinquent  cases.  During 
severe  depression  creditors  are  likely  to  follow  a  course  of  leniency 
with  debtors  whose  distress  has  been  caused  or  intensified  by  generally 
adverse  economic  conditions.  Legal  recourse  tends  to  be  limited  to 
exceptional  cases  in  which  the  creditor  feels  obliged  to  take  action. 
Upon  the  improvement  of  general  conditions  and  increased  probabil- 
ity of  payments,  action  by  creditors  is  begun  which  may  result  in 
bankruptcy  for  the  debtor.  Although  a  farmer,  under  the  law,  can- 
not be  placed  in  bankruptcy  involuntarily,  creditors  may  institute 
foreclosure  proceedings  against  his  property  which  may  result  in  the 
debtor's  voluntary  recourse  to  bankruptcy  in  order  to  clear  up  a  hope- 
less indebtedness  situation. 

The  number  of  bankruptcies  has  seldom  been  proportionate  to  the 
number  of  farms  in  the  same  geographic  division.  Cases  in  the  North 
Central  States  generally  have  been  greater  in  proportion  to  the  num- 
ber of  farms  than  elsewhere,  whereas  the  South  has  had  a  smaller 
number  in  comparison  with  the  number  of  farms. 

Familiarity  with  privileges  under  the  law  probably  varies  from  one 
part  of  the  country  to  another  and  so  influences  the  relative  use  of 
the  bankruptcy  provisions  by  farmers.  Likewise,  farming  areas  hav- 
ing relatively  larger  assets  per  farm  have  occasion  to  incur  greater 
liabilities  in  the  course  of  business,  are  more  likely  to  find  themselves 
beyond  their  ability  to  repay  their  obligations,  and  also  stand  to 
gain  most  by  use  of  the  exemption  privileges  accorded  to  those  given 
bankruptcy  decrees.  For  this  reason  farmers  in  the  Northern  and 
Northeastern  States  have  had  more  at  stake  and  more  inducement  to 
use  the  provisions  of  the  law  than  have  most  farmers  in  the  South, 
especially  when  tenants  are  included. 

Aside  from  differences  due  to  unfamiliarity  with  the  law,  and  rela- 
tive advantage  from  its  use,  the  proportions  of  farmers  using  bank- 
ruptcy proceedings  from  one  decade  to  another  have  reflected  differ- 
ences in  the  conditions  of  prosperity  and  depression  in  respective 
areas.    During  the  long  decline  in  agricultural  values  in  1920-29  the 

3  Thorp,  W.  L.,  and  Mitchell,  W.  C,  Business  Annals  Ch.  I,  National  Bureau  of  Economic  Research, 
New  York,  1926. 
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greatest  relative  number  of  cases  occurred  in  the  principal  agricul- 
tural sections.  The  West  North  Central,  Mountain,  and  Pacific 
States  had  their  greatest  proportion  of  bankruptcies  during  the  years 
following  the  1921  depression,  while  the  East  North  Central  States, 
influenced  more  by  industrial  conditions,  had  the  largest  proportion  of 
farm  insolvencies  during  the  industrial  depression  of  1930-34  (table  9). 

Table  9. — Annual  rate  of  bankruptcies  per  1,000  farms,  by  geographic  divisions  in 
specified  periods,  1899-1984 


Years  ended  June  30— 

Geographic  division 

Years  ended  June  30— 

Geographic  division 

1899- 
1909 

1910-19 

1920-29 

1930-34 

1899- 
1909 

1910-19 

1920-29 

1930- 
34 

New  England 

Num- 
ber 
0.78 
.18 
.15 
.37 
.08 
.17 

Num- 
ber 
0.61 
.17 
.10 
.23 
.19 
.11 

Num- 
ber 
0.85 
.41 
.54 
1.61 
.58 
.37 

Num- 
ber 
1.23 
1.10 
1.44 
1.01 
.51 
.35 

West  South  Central- - 

Num- 
ber 
0.09 
.26 

.47 

Num- 
ber 
0.13 
.57 
.51 

Num- 
ber 
0.49 
2.48 
1.60 

Num* 
ber 
0.30 
.81 

East  North  Central. . 
West  North  Central- 
South  Atlantic 

East  South  Central.  . 

Pacific 

United  States-- . 

1.07 

.21 

.19 

'  .80 

.76 

RELATION  OF  BANKRUPTCY  TO  ECONOMIC  CONDITIONS 

The  course  of  farmer  bankruptcies,  with  few  exceptions,  proceeded 
from  west  to  east  in  the  general  direction  of  best  sustained  farm  prices 
and  the  largest  remaining  reserves  of  financial  institutions  and  equi- 
ties in  farms.4  For  similar  reasons  there  was  a  general  tendency  east 
of  the  Mississippi  River  for  the  course  of  farmer  bankruptcies  to  be 
from  south  to  north.  By  1930,  when  the  debt  in  the  Middle  West 
and  East  South  Central  States  had  declined,  the  total  debt  on  farms 
in  the  Northeastern  States  was  still  rising. 

The  continued  rise  in  the  number  of  farmer  bankruptcies  in  most  of 
the  Northeastern  and  South  Atlantic  States  after  the  peak  had  been 
reached  in  other  areas  appears  to  have  been  due  to  the  greater  reserves 
of  farmers  and  their  financial  institutions  in  these  States.  The  exist- 
ence of  larger  equities  and  smaller  debt  enabled  farmers  to  with- 
stand the  effects  of  the  depression  for  a  longer  period  before  being 
confronted  with  insolvency.  In  the  Central  and  Western  States 
credit  had  long  held  a  more  important  place  than  elsewhere  and  the 
inflation  of  values  carried  this  tendency  further.  Hence  the  accom- 
panying speculation  and  accumulation  of  indebtedness  were  followed 
by  earlier  collapse  as  indicated  by  the  bankruptcy  reports  from  the 
various  court  districts.     In  Illinois: 

The  farmer,  both  tenant  and  owner,  had  *  *  *  become  so  encumbered  and 
involved  that  there  was  no  possible  chance  of  liquidation,  and  the  bankruptcy 
court  became  the  only  available  solution.5 

The  determination  of  some  of  the  farm  owners  to  hold  out  made  the 
bankruptcy  relief  just  a  successive  step,  increasing  from  year  to  year, 
as  circumstances  compelled  acknowledgment  of  defeat. 

4  A  comparison,  between  the  course  of  bankruptcies  and  the  course  of  indebtedness  on  real  estate  reveals 
some  similarities  in  the  trends.  See  Wickens,  D.  L.,  farm-mortgage  credit.  U.  S.  Dept.  Agr.  Tech. 
Bull.  288;  4-14.    1932. 

6  Unpublished  correspondence  from  clerks  of  Federal  judicial  districts. 
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In  Indiana: 


During  the  period  1917  to  1922,  the  farmers  in  this  district  apparently  expanded 
their  landholdings,  incurring  heavy  mortgage  indebtedness  in  the  acquisition  of 
additional  lands.  During  the  ensuing  years  when  the  prices  of  farm  products  did 
not  increase  proportionately  with  other  commodities  and  subsequently  when 
deflation  took  place,  the  value  of  their  lands  declined  below  the  amount  of  the 
encumbrances.  To  avoid  large  deficiency  judgments  or  foreclosures  the  farmers 
apparently  resorted  to  bankruptcy.5 

In  Wisconsin  likewise  the  increase  in  farmer  bankruptcies  following 
1923  is  reported  as,  "*  *  *  probably  due  to  the  effects  of  dropping 
off  of  income  on  farms  purchased  at  exorbitant  prices",6  and  in  Ohio 
causes  given  for  the  continuous  post-war  rise  in  farm  bankruptcy 
cases  include  heavy  taxes,  poor  crops,  and  the  further  reason  that, 
"*  *  *  banks  and  loan  companies  have  found  it  necessary  to  in- 
sist upon  the  repaj^ment  of  their  loans  to  save  themselves  from  being 
placed  in  the  hands  of  the  bank  authorities." 6  Also  in  New  York  the 
cause  of  the  steady  increase  in  cases  is  declared  to  be,  "*  *  * 
owing  to  the  rural  bank  failures  in  rural  districts."6  This  train  of 
events  was  slower  in  reaching  the  States  of  the  Northeast. 

EXEMPTIONS 

The  laws  of  most  States  provide  that  some  of  the  debtor's  property 
may  be  exempt  from  creditors'  claims.  The  exemptions  are  vari- 
ously designated  as  a  given  number  of  acres,  a  specified  amount  of 
value,  or  specific  kinds  of  property.  These  provisions  permit  debtors 
whose  cases  are  settled  under  bankruptcy  proceedings  to  retain  such 
amounts  of  property  as  may  be  permitted  by  the  laws  of  the  respec- 
tive States  unless  they  have  waived  such  rights  in  obtaining  loans. 
These  legal  exemptions  affecting  farm  property  have  a  range  of  $500 
to  $5,000  for  real  estate  or  the  farm  homestead  when  expressed  in 
value,  and  average  $1,875  for  the  35  States  which  so  designate  exemp- 
tions. When  the  homestead  exemption  is  described  in  acres  it  ranges 
from  40  to  200  and  averages  136  acres  for  the  18  States  whose  laws 
provide  this  privilege.  Five  States  grant  no  homestead  exemption, 
but  they  all  reserve  for  the  debtor  certain  personal  property  which 
may  not  be  taken  by  creditors  to  satisfy  debts. 

All  States  provide  some  exemption  of  personal  property,  household 
goods,  farm  equipment,  or  other  articles.  In  34  States  the  laws 
designate  the  value  of  such  personal  exemptions,  the  amounts  ranging 
from  $100  to  $2,000  and  averaging  $600  (table  10). 

With  some  variation  as  to  who  may  claim  exemptions  and  with 
some  differences  as  between  farm  and  town  property,  the  principal 
farm  exemptions  provided  for  by  the  laws  of  the  several  States  are 
given  in  table  10. 

The  amount  of  legal  exemption  permitted  the  debtor  does  not 
appear  to  have  influenced  materially  the  extent  of  recourse  to  bank- 
ruptcy. On  the  contrary,  the  principal  increase  in  number  of  farmer 
cases  since  1920  has  occurred  in  those  States  in  which  the  amount  of 
the  exemption  has  been  comparatively  small  (tables  1  and  10). 

TIME   REQUIRED   TO   DISPOSE   OF   FARMER   BANKRUPTCY   CASES 

Reports  in  1933  on  the  experience  of  the  various  judicial  districts 
indicated  that  an  average  period  of  8  months  elapses  between  the 

6  Unpublished  correspondence  from  clerks  of  Federal  judicial  districts. 
6  See  footnote  5. 
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filing  of  a  farmer's  petition  in  bankruptcy  and  the  time  when  the  case 
is  concluded.  Individual  States  report  average  periods  ranging  from 
1  month  to  19  months.7  Southern  States  appear  to  have  concluded 
bankruptcy  cases  within  a  shorter  period  than  is  the  case  in  most 
other  areas.  About  three-fourths  of  all  farmer  cases  are  concluded  in 
the  same  fiscal  year  in  which  they  are  begun  (table  11).  . 


Table    10.- 

—Farm-property  exemptions  in  bankruptcy  1 

State 

Homestead  exemptions  2 

Personal  property  exemptions 

$500 _     _     

Household  goods. 

New  Hampshire 

$500 

$1,000                                           .     .- 

$100. 
$200. 

$800  on  land  _ 

$1,000. 

Rhode  Island 

None 

$1,000 

Household  goods. 

$1,000                                           

$250. 

$1,000 -                        

$200. 

None 

$1,000 

$300. 

Ohio 

$500. 

3 $600  -                                         

3  $600. 

$1,000  on  residence 

40  acres 

$5,000,  40  acres.  _ 

$400. 

$350-500. 

Certain  articles. 

80  acres ... 

$900. 

Specified  articles. 

Missouri 

$1,500,  160  acres 

$400. 
$1,000. 

$5,000,  160  acres .  . 

$750. 

$2,000,  160  acres.  _.                 

$500. 

160  acres 

Certain  articles,  personalty. 
$50-200. 

$100. 

None. 

$700. 

$2,000 

3  $2,000. 

$1,000  .. 

$200. 

$1,000. .. 

$500. 

$1,000 ...                     

$800. 

3  $1,600 . 

3  $1,600. 

Florida 

160  acres 

$1,000. 

Kentucky  ______ 

$1,000 

Household  goods. 

$1,000 

Specified  articles. 

Alabama. 

$2,000,  160  acres 

$1,000. 

Mississippi     . 

$3,000,  160  acres .    -_ 

$250. 

$2,500,  80-160  acres 

$2,000,  160  acres 

$200. 

Certain  articles. 

Oklahoma. . 

$5,000,  160  acres  ... 

Specified  property. 

200  acres 

$2,500... 

Idaho    __     .                        . 

$5,000 ...     . 

$1,300. 

Wyoming 

$2,500,  160  acres 

$600. 

$200. 

$1,000... 

$500. 

$4,000 

Household  goods. 

Utah 

4  $2,000 

Specified  articles. 

$5,000. .. 

$1,000. 

Homestead... 

$500. 

Oregon 

$3,000,  160  acres..   . 

$200  or  more,  specified  items. 

California -  . 

$500 

Business  articles. 

Average  5_  _               __    . 

$1,875 

$597. 

i  Important  variations  occur  within  and  among  States  according  to  the  conditions  under  which  property 
was  acquired,  title  recorded  or  waiver  given,  designation  of  property  exempted,  and  with  respect  to  who 
may  claim  exemption  as  determined  by  residence,  occupancy,  number  in  family,  and  marital  status.  The 
amounts  given  in  the  table  generally  represent  exemptions  permitted  the  head  of  a  family  who  is  resident  in 
the  State. 

2  Where  the  exemption  is  indicated  in  terms  of  both  value  and  acreage  both  limitations  apply. 

3  Real  or  personal  or  both. 

4  $750  in  addition  for  wife  and  $300  for  each  member  of  family. 

5  Total  for  39  States  and  District  of  Columbia  reporting  on  amount  of  exemptions. 

Credit  Manual  of  Commercial  Laws,  1933,  pp.  148-155. 
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Table    11. — Farmers'   bankruptcy   experience:    Time,   cost,   and  value  involved  in 
proceedings,  by  States  and  geographic  divisions,  1933 
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Num- 
ber 
1 
3 

Months 
6 

Per- 
cent 
90 

Dol- 
lars 

Dol- 
lars 

Dol- 
lars 

Dol- 
lars 

Dol- 
lars 

Dol- 
lars 

Dol- 
lars 
2  50 
60 

Dol- 
lars 
300 

Dol- 
lars 
2,600 

30 

15 

15 

100 

160 

New  England 

4 

6 

90 

30 

15 

15 

100 

130 

2  60 

300 

2,600 

3 

2 
2' 

9 

8 
9 

33 

62 

48 

30 
10 

20 
42 

50 

100 

50 

72 
2  92 

250 
1,000 

11,  000 

15 

5 

7,500 

Middle  Atlantic.  - . 

7 

8 

51 

20 

31 

15 

5 

100 

136 

2  71 

750 

7,000 

Ohio                  

3 

2 
1 
2 
3 

4 
7 
12 
4 
6 

55 
65 

10 
10 

33 
25 

15 

28 

5 
25 

63 

88 

0 

563 

4,000 

65 

153 

20,  430 

97 
93 

10 
10 

40 
10 

15 
18 

5 
5 

2  70 
43 

900 

500 

1,000 

Wisconsin 

75 

118 

6,000 

East  North  Central- 

11 

6 

79 

10 

24 

20 

9 

70 

133 

63 

421 

9,143 

1 
2 

1 
2 
1 

1 

4 
7 
3 
4 
19 
18 

"~"78~ 
92 
79 
50 
^0 

10 
30 
30 
30 
30 
30 

12 
3 

17 

13 

138 

15 
20 

5 

75 
60 
10 
88 
65 

117 
113 
57 
138 
320 

42 
53 
47 
63 
255 
48 

1,200 

500 

3,250 

1,000 

11,215 

9,500 

North  Dakota.    ...     . 

17 
57 
18 

"""36" 

12,  500 

Nebraska  . 

12,  000 

Kansas 

West  North  Central. 

8 

8 

68 

27 

37 

23 

18 

64 

169 

105 

1,733 

11,488 

1 
2 
1 
3 
1 
3 
2 

6 
3 
0 
1 
3 
4 
1 

50 

90 

0 

75 
64 
91 
100 

10 

30 

5 

45 

West  Virginia  4 

10 
10 
9 
10 

2 
______ 

25 

15 
15 
20 
15 

5 

5 

7 

32 
30 
44 
25 

0 

12.920 

1,617 

0 

26, 890 

10 

54 

6,810 

Florida 

South  Atlantic 

13 

3 

82 

10 

11 

19 

6 

10 

56 

46 

4,846 

13,  503 

2 
3 
3 
1 

9 

4 

5 

100 

77 
59 
50 

10 
10 
12 
10 

3 

8 

15 

18 

5 

5 

33 

41 
12 
55 

2,000 
0 

2,400 
0 

2,750 

Alabama      ..     .    . 

13 
75 

25 
130 

5,200 

Mississippi4 .  ..  _ 

25 

10 

10 

1,500 

East  South  Central. 

9 

6 

71 

13 

12 

15 

6 

44 

87 

43 

1,360 

3,662 

Arkansas 

2 
2 
3 
3 

5 
6 
6 
6 

60 
100 

82 
97 

2  35 
40 
53 
42 

3,500 

3,500 

0 

0 

3,500 

Louisiana. 

30 
20 
30 

10 
10 
12 

3,500 

23 

15,  483 

Texass 

West  South  Central. 

10 

6 

85 

26 

11 

23 

60 

1,400 

9,491 

1 
1 
1 
1 
1 
1 
1 

18 
8 

12 
8 
4 
6 
5  66 

33 
80 
100 
60 
68 
50 
0 

30 
30 

15 
15 

"""22" 
97 

"""is" 

"""37" 
9 
10 

844 

20 

50 
150 

100 
195 

50 
45 
65 
67 
39 
52 
1,135 

302 
70 

6,462 

Idaho.  .  

11,  231 

Wyoming _.    . 

35 
15 
28 
15 
97 

15 

Colorado . 

1,008 

88 

5,300 

22,805 

9,316 

2 

5 

194 

9. 

48 

14,  808 

Utah 

8,200 

Nevada6    _. 

903 

2,038 

34,  851 

Mountain 

7 

18 

56 

35 
14~ 

183 
46" 

35_ 

22" 

54 
2~ 

278 

585 

307 

4,929 

14, 145 

Washington.  .... 

2~ 

1 

2 

T 

0 
9 

50" 
0 

47 

W 

2,161 

6,536 

California 

30 

6 

12 

48 

8,400 

11,564 

Pacific 

5 

8 

49 

19 

33 

18 

2 

72 

7,041 

9,050 

United  States 

74 

8 

72 

21 

48 

22 

17 

108 

216 

108 

4,250 

9,588 

1  Totals  represent  cases  for  which  all  items  of  expense  were  reported  which  do  not  in  all  cases  correspond 
to  costs  reported  for  individual  items  shown. 

2  Includes  totals  for  which  separate  cost  items  were  not  reported. 

3  2  districts  reporting.  4 1  district  reporting.  5  3  districts  reporting.  6 11  cases. 

Based  on  reports  from  clerks  of  Federal  district  courts.    States  showing  1  report  and  without  footnote 
references  contain  only  1  district. 
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COST   OF  BANKRUPTCY  PROCEEDINGS 

The  cost  of  farmer  bankruptcy  proceedings  averages  more  than 
S200  per  case  when  the  attorney  fee  is  included,  and  slightly  more  than 
S100  without  the  attorney  fee,  though  in  most  States  the  cost  on  this 
basis  falls  between  $40  and  S70. 

The  experience  of  the  various  judicial  districts  indicate  that  the 
usual  items  of  expense  average  as  follows: 

Filing  fee $21 

Publication,  advertising,  etc 48 

Referee  fee 22 

Trustee  fee 17 

Attorney  fee 108 

Total . 216 

The  variation  in  total  expense  is  wide,  however,  the  average  for 

most  States  falling  between  8100  and  S200,  with  $130  as  the  median. 

It  is  probable  that  the  expense  involved  often  is  in  itself  a  significant 

factor  in  restraining  farmers  from  using  their  bankruptcy  privileges 
when  their  available  funds  have  already  rim  low. 

AVERAGE    ASSETS    AND    LIABILITIES    IN    FARMER    BANKRUPTCY 

CASES      - 

The  amount  of  assets  and  liabilities  involved  in  farmer  cases  indi- 
cates that  the  cases  which  arise  for  adjustment  by  that  procedure 
represent  farm  operations  of  larger-than-average  size.  Liabilities 
were  reported  as  averaging  nearly  $9,600  and  assets  averaged  $4,250 
(table  11).  These  figures  compare  with  an  average  value  per  farm  of 
S9,100  for  all  farm  property  as  shown  by  the  1930  Census.  A  general 
indication  of  the  amount  of  property  and  of  indebtedness  involved  in 
the  usual  fanner-bankruptcy  case  in  various  parts  of  the  country  is 
given  by  the  special  reports  from  clerks  of  Federal  district  courts 
summarized  in  table  11. 

It  may  be  observed  from  these  data  that  the  relative  numerical 
position  of  bankruptcies  among  various  classes  in  no  wise  indicates 
coiresponding  importance  in  assets  and  liabilities  involved,  or  the 
losses  sustained  by  creditors.  The  average  amount  of  value  repre- 
sented in  the  case  of  manufacturers  and  merchants  naturally  is  much 
larger  than  for  the  various  classes  of  individuals.8 

OTHER  PROVISION  FOR  DEBT   ADJUSTMENT   UNDER  THE 
NATIONAL  BANKRUPTCY  ACT 

After  several  decades  of  experience  under  the  National  Bankruptcy 
Act  of  1898,  and  especially  following  the  agricultural  depression  which 
began  in  1920,  a  demand  grew  for  a  more  elastic  procedure  for  dealing 
equitably  with  cases  of  debt  distress.  Particularly,  there  was  need 
for  legal  methods  of  dealing  constructively  -with  debt  cases  before 
they  were  beyond  help. 

Experience  during  the  decline  of  prices  and  values  of  the  post-war 
years,  followed  by  the  price  collapse  after  1929,  had  shown  increasing 
dissatisfaction  with  a  method  which  allowed  a  creditor-debtor  rela- 
tionship to  drift  to  complete  insolvency  and  which  frequently  resulted 
in  unnecessary  loss  to  both  borrower  and  lender.     Lack  of  means  to 


'  Keports  of  the  Attorney  General,  the  source  of  these  data,  have  not  included  a  statement  of  assets  and 
liabilities  by  occupation. 
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assure  fair  distribution  of  income  or  assets  among  the  conflicting 
claims  of  creditors  frequently  resulted  in  injustice  to  some  of  the 
parties.  A  single  creditor,  even  though  having  a  minor  claim,  could 
begin  legal  action  which  would  either  threaten  the  claims  of  other 
creditors  or  compel  them  to  foreclose  on  the  farmer  to  protect  their 
interests.  A  Federal  commission  on  bankruptcy  reported  in  1932 
that — 

*  *  *  There  is  no  middle  ground  between  the  outright  granting  of  the 
discharge  and  the  outright  denying  of  the  discharge.  The  court  has  no  power 
or  discretion  to  temper  the  action  to  suit  the  equities  of  each  case.9 

Accordingly  the  commission  recommended  new  provisions  which 
were  designed — 

*  *  *  to  write  into  the  bankruptcy  law  some  constructive  features  that 
will  make  the  law  useful  to  failing  debtors  and  creditors  alike  and  to  give  them 
a  means  of  composing  their  difficulties,  inducing  them  to  do  so,  and  making  it 
worth  while  for  them  to  do  so,  before  all  the  assets  have  been  consumed  and 
wasted.9 

FEDERAL    PROVISION    FOR    AGRICULTURAL    COMPOSITIONS    AND 

EXTENSIONS 

Federal  legislation  was  enacted  in  March  1933,  which  provided  a 
means  for  composing  debt  difficulties  when  the  farmer  becomes  em- 
barrassed, even  temporarily,  because  of  inability  to  meet  payments 
on  his  obligations. 

Whereas  formerly  the  law  made  no  provision  for  dealing  with  debt 
troubles  until  the  farmer's  financial  position  had  become  hopelessly 
insolvent,  the  new  law  provided  a  means  of  protection  as  soon  as 
difficulties  appear,  if  possible  arrangements  seem  to  offer  prospects 
for  his  eventual  recovery.  Instead  of  waiting  until  no  assets  remain 
from  which  creditors  may  recover  values  representing  loans  once^ 
advanced  to  the  borrower,  the  new  law  made  provision  for  intervening 
when  signs  of  serious  distress  become  apparent  and  when  the  court 
may  provide  supervision  designed  to  conserve  the  value  of  the  prop- 
erty and  to  improve  its  income.  The  new  modifications  of  the  law 
were  designed  to  protect  the  interests  of  the  farmer  and  the  creditors 
by  anticipating  the  need  for  action  before  irreparable  damage  has 
occurred. 

Although  the  Federal  Government's  power  to  provide  for  cases  of 
debt  distress  is  given  by  the  Constitution  under  the  authority  to  regu- 
late bankruptcy  (art.  8)  the  new  provision  is  not  a  bankruptcy  measure 
in  the  usual  sense.  The  farmer  who  wishes  to  use  its  provisions  need 
not  state  that  he  is  a  bankrupt  and  is  insolvent.  His  petition  need 
only  set  forth  that  he  cannot  make  his  payments  at  that  time,  that 
"he  is  unable  to  meet  his  debts  as  they  mature." 

Moreover,  the  new  procedure  for  adjusting  debt  differences  need 
not  be  conducted  in  a  formal  court.  Negotiations  may  be  conducted 
with  the  aid  of  a  conciliation  commissioner  designated  by  the  Federal 
district  court  for  service  in  the  particular  county  and  whose  duty  is 
to  aid  the  parties  in  reaching  a  fair  and  equitable  settlement. 

The  expense  of  a  composition  is  small.  A  fee  of  $10,  paid  when 
application  is  filed,  covers  all  costs  to  the  farmer  including  legal 
services  that  may  be  given  by  the  conciliation  commissioner.  The 
costs  of  the  typical  bankruptcy  case  for  the  small  amounts  commonly 

»  United  States  Congress,  Joint  Committee  on  Judiciary.    A  Uniform  System  of  Bankruptcy. 
Joint  hearings,  72d  Cong.,  1st  sess.,  on  S.  3866,  ...  pp.  11-13,  1932-33. 
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involved  range  from  $75  to  $100.  The  prospect  of  any  material 
expenditure,  particularly  in  minor  cases,  and  when  remaining  assets 
are  limited,  may  be  a  determining  factor  in  many  instances.  "Expense 
incident  to  litigation  and  the  administration  of  the  law,  more  than  all 
else  *  *  *"10  was  the  cause  of  the  repeal  of  the  Bankruptcy  Act 
of  1867. 

PROVISION  AND  EXPERIENCE  WITH  ADJUSTMENTS  OF  FARM- 
DEBT  DISTRESS  BY  COMPOSITION  AND  EXTENSION:  SECTIONS 
12,  74,  AND  75  OF  THE  NATIONAL  BANKRUPTCY  ACT 

The  original  bankruptcy  law  of  1898, n  included  section  12  which 
provided  for  compositions  by  order  of  the  court  upon  condition  that 
the  composition  arrangement  shall  have  been  previously  agreed  to  by 
a  majority  of  the  creditors  representing  also  a  majority  of  the  amount 
of  indebtedness  involved.  This  basic  provision  of  the  law  on  com- 
position of  debt  cases  appears  in  full  below. 

PROVISIONS  OF  SECTION  12 

Section  12.  Compositions,  when  confirmed.' — (a)  A  bankrupt  may  offer 
terms  of  composition  to  his  creditors  after,  but  not  before,  he  has  been  examined 
in  open  court  or  at  a  meeting  of  his  creditors  and  filed  in  court  the  schedule  of 
his  property  and  list  of  his  creditors,  required  to  be  filed  by  bankrupts. 

(b)  An  application  for  the  confirmation  of  a  composition  may  be  filed  in  the 
court  of  bankruptcy  after,  but  not  before,  it  has  been  accepted  in  writing  by  a 
majority  in  number  of  all  creditors  whose  claims  have  been  allowed,  which  number 
must  represent  a  majority  in  amount  of  such  claims,  and  the  consideration  to  be 
paid  by  the  bankrupt  to  his  creditors,  and  the  money  necessary  to  pay  all  debts 
which  have  priority  and  the  cost  of  the  proceedings,  have  been  deposited  in  such 
place  as  shall  be  designated  by  and  subject  to  the  order  of  the  judge. 

(c)  A  date  and  place,  with  reference  to  the  convenience  of  the  parties  in  interest, 
shall  be  fixed  for  the  hearing  upon  each  application  for  the  confirmation  of  a 
composition,  and  such  objections  as  may  be  made  to  its  confirmation. 

(d)  The  judge  shall  confirm  a  composition  if  satisfied  that  (1)  it  is  for  the  best 
interest  of  the  creditors;  (2)  the  bankrupt  has  not  been  guilty  of  any  of  the  acts 
or  failed  to  perform  any  of  the  duties  which  would  be  a  bar  to  his  discharge;  and 
(3)  the  offer  and  its  acceptance  are  in  good  faith  and  have  not  been  made  or 
procured  except  as  herein  provided,  or  by  any  means,  promises,  or  acts  herein 
forbidden. 

(e)  Upon  the  confirmation  of  a  composition,  the  consideration  shall  be  distri- 
buted as  the  judge  shall  direct,  and  the  case  dismissed.  Whenever  a  composition 
is  not  confirmed,  the  estate  shall  be  administered  in  bankruptcy  as  herein  provided 

OPERATIONS  UNDER  SECTION  12 

Comparatively  limited  use  has  been  made  of  section  12.  The  16 
cases  that  were  adjusted  under  this  section  during  the  fiscal  year 
ended  June  30,  1934,  were  more  widely  distributed  among  the  various 
States  than  were  adjustments  under  other  adjustment  sections  of 
the  act.  The  total  amount  of  debts  composed  approximated  $97,000, 
or  an  average  of  about  $6,000  for  each  case.  The  amount  paid  or  to 
be  paid  under  the  debt  adjustment  totaled  about  $32,000  and  aver- 
aged $1,982,  thus  representing  less  than  one-third  of  the  original 
amount  of  the  claim.  Despite  this  large  shrinkage  in  the  amount 
realized  on  the  original  credits,  the  proportion  collected  varied  widely 
among  the  various  cases  settled,  some  of  the  largest  claims  being  paid 
in  full  while  others  were  settled  on  a  10-percent  basis  (table  12). 
Only  eight  farmer  cases  were  adjusted  under  section  12  during  the 
fiscal  year  1935  (table  14,  p.  30). 


">  Report  of  the  Attorney  General,  1898. 

11  U.  S.  Stat.  L.,  55th  Cong.,  1897-99,  Ch.  541,  pp.  549-550. 
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PROVISIONS  OF  SECTION  74 

Additional  provision  for  composition  and  extensions  was  made  by 
section  74  by  the  amendment  of  March  3,  1933.12  This  section,  as  in 
the  case  of  section  12,  may  be  brought  into  use  by  an  individual, 
including  any  fanner,  upon  filing  a  petition  accompanied  by  his 
schedules,  stating  that  he  is  insolvent  or  unable  to  meet  his  debts  as 
they  mature,  and  that  he  desires  to  effect  a  composition  or  an  exten- 
sion of  time  to  pay  his  debts.  The  term  "debt"  for  the  purposes  of 
an  extension  proposal  under  this  section  includes  all  claims  of  what- 
ever character  against  the  debtor  or  his  property,  including  a  claim 
for  futurerent.  Upon  receiving  a  debtor's  petition,  the  court  may 
then  appoint  a  custodian  or  receiver  to  inventory  the  debtor's  estate 
and  exercise  such  supervision  and  control  over  the  conduct  of  the 
debtor's  business  as  the  creditors  at  any  meeting  or  the  court  may 
direct. 

The  significant  provisions  for  composition  under  section  74  are  set- 
forth  at  length  in  the  following  excerpts  from  the  law  as  amended  in 
1933  and  1934,  and  in  additional  summarizing  statements: 

(e)  An  application  for  the  confirmation  of  a  composition  or  extension  proposal 
may  be  filed  in  the  court  of  bankruptcy  after,  but  not  before,  it  has  been  accepted 
in  writing  by  a  majority  in  number  of  all  creditors  whose  claims  if  unsecured  have 
been  allowed,  or  if  secured  are  proposed  to  be  affected  by  an  extension  proposal, 
which  number  must  represent  a  majority  in  amount  of  such  claims;  and  the 
money  or  security  necessary  to  pay  all  debts  which  have  priority  unless  waived 
and  the  costs  of  the  proceedings,  and  in  case  of  a  composition  the  consideration 
to  be  paid  by  the  debtor  to  his  creditors,  have  been  deposited  in  such  place  as 
shall  be  designated  by  and  subject  to  the  order  of  the  court. 

After  the  first  meeting  of  the  creditors  as  provided  in  subdivision  (c) ,  the 
debtor  fails  to  obtain  the  acceptance  of  a  majority  in  number  of  all  creditors  whose 
claims  are  affected  by  an  extension  proposal  representing  a  majority  in  amount, 
the  debtor  may  submit  a  proposal  for  an  extension  including  a  feasible  method  of 
financial  rehabilitation  for  the  debtor  which  is  for  the  best  interest  of  all  the 
creditors,  including  an  equitable  liquidation .  for  the  secured  creditors  whose 
claims  are  affected.13 

(g)  The  court  shall  confirm  the  proposal  if  satisfied  that  (1)  it  includes  an 
equitable  and  feasible  method  of  liquidation  for  secured  creditors  whose  claims 
are  affected  and  of  financial  rehabilitation  for  the  debtor;  (2)  it  is  for  the  best 
interests  of  all  creditors;  (3)  that  the  debtor  has  not  been  guilty  of  any  of  the  acts, 
or  failed  to  perform  any  of  the  duties,  which  would  be  a  ground  for  denying  his 
discharge;  and  (4)  the  offer  and  its  acceptance  are  in  good  faith  and  have  not 
been  made  or  procured  except  as  herein  provided,  or  by  any  means,  promises,  or 
acts  herein  forbidden.  In  application  for  extensions  the  court  shall  require  proof 
from  each  creditor  filing  a  claim  that  such  claim  is  free  from  usury  as  defined  by 
the  laws  of  the  place  where  the  debt  is  contracted. 

(h)  The  terms  of  an  extension  proposal  may  extend  the  time  of  payment  of 
either  or  both  unsecured  debts  and  secured  debts  the  security  for  which  is  in  the 
actual  or  constructive  possession  of  the  debtor  or  of  the  custodian  or  receiver,  and 
may  provide  for  priority  of  payments  to  be  made  during  the  period  of  extension 
as  between  secured  and  unsecured  creditors.  It  may  also  include  specific  under- 
takings by  the  debtor  during  the  period  of  the  extension,  including  provisions  for 
payments  on  account,  and  may  provide  for  supervisory  "or  other  control  over  the 
debtor's  business  or  affairs  during  such  period  by  a  creditors'  committee  or  other- 
wise, and  for  the  termination  of  such  period  under  certain  specified  conditions: 
Provided,  That  the  provisions  of  this  section  shall  not  affect  the  allowances  and 
exemptions  to  debtors  as  are  provided  for  bankrupts  under  title  11,  chapter  3, 
section  24,  of  the  United  States  Code,  and  such  allowances  and  exemptions  shall 
be  set  aside  for  the  use  of  the  debtor  in  the  manner  provided  for  bankrupts. 

(i)  Upon  its  confirmation  an  extension  proposal  shall  be  binding  upon  the 
debtor  and  his  unsecured  and  secured  creditors  affected  thereby:  Provided,  how- 
ever, That  such  extension  or  composition  shall  not  reduce  the  amount  of  or 
impair  the  lien  of  any  secured  creditor,  but  shall  affect  only  the  time  and  method 
of  its  liquidation. 

12  U.  S.  Stat.  L.;  72d  Cong.,  2d  sess.,  v.  47.  oh.  204,  pp.  1467-1482. 
13 73d  Cong.,  2d  sess.,  v.  48,  ch.  424,  p.  922. 
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(j)  Upon  the  confirmation  of  a  composition  the  consideration  shall  be  dis- 
tributed as  the  court  shall  direct,  and  the  case  dismissed:  Provided,  That  the 
debts  having  priority  of  payment  under  title  11,  chapter  7,  section  104,  of  the 
United  States  Code,  for  bankrupt  estates,  shall  have  priority  of  payment  in  the 
same  order  as  set  forth  in  said  section  104  under  the  provisions  of  this  section  in 
any  distribution,  assignment,  composition,  or  settlement  herein  provided  for. 
Upon  the  confirmation  of  an  extension  proposal  the  court  may  dismiss  the  pro- 
ceeding or  retain  jurisdiction  of  the  debtor  and  his  property  during  the  period  of 
the  extension  in  order  to  protect  and  preserve  the  estate  and  enforce  the  terms  of 
the  extension  proposal. 

Failure  of  the  debtor  to  carry  out  the  arrangements  in  good  faith 
terminates  his  privileges  under  this  provision. 

(m)  The  filing  of  a  debtor's  petition  or  answer  seeking  relief  under  this  section 
shall  subject  the  debtor  and  his  property,  wherever  located,  to  the  exclusive 
jurisdiction  of  the  court  in  which  the  order  approving  the  petition  or  answer  as 
provided  in  subdivision  (a)  is  filed,  and  this  shall  include  property  of  the  debtor 
in  the  possession  of  a  trustee  under  a  trust  deed  or  a  mortgage,  or  a  receiver, 
custodian,  or  other  officer  of  any  court  in  a  pending  cause,  irrespective  of  the  date 
of  appointment  of  such  receiver  or  other  officer,  or  the  date  of  the  institution  of 
such  proceedings:  Provided,  That  it  shall  not  affect  any  proceeding  in  any  court 
in  which  a  final  decree  has  been  entered.14  In  proceedings  under  this  section, 
except  as  otherwise  provided  therein,  the  jurisdiction  and  powers  of  the  court, 
the  title,  powers,  and  duties  of  its  officers  and,  subject  to  the  approval  of  the 
court,  their  fees,  the  duties  of  the  debtor,  and  the  rights  and  liabilities  of  creditors, 
and  of  all  persons  with  respect  to  the  property  of  the  debtor  and  the  jurisdiction 
of  appellate  courts  shall  be  the  same  as  if  a  voluntary  petition  for  adjudication 
had  been  filed  and  a  decree  of  adjudication  had  been  entered  on  the  day  when  the 
debtor's  petition  or  answer  was  filed  and  any  decree  of  adjudication  thereafter 
entered  shall  have  the  same  effect  as  if  it  had  been  entered  on  that  day.15 

(n)  In  addition  to  the  provisions  of  section  11  of  this  Act  for  the  staying  of 
pending  suits,  the  court,  on  such  notice  and  on  such  terms,  if  any,  as  it  deems  fair 
and  equitable,  may  enjoin  secured  creditors  who  may  be  affected  by  the  extension 
proposal  from  proceeding  in  any  court  for  the  enforcement  of  their  claims  until 
the  extension  has  been  confirmed  or  denied  by  the  court.15 

OPERATIONS  IN  DEBT  SETTLEMENT  UNDER  SECTION   74 

The  number  of  farmer-debt  cases  settled  under  section  74  during 
the  12  months  ended  June  30,  1934,  was  reported  as  totaling  45,  6 
being  compositions  and  39  extensions.  The  composition  cases  in 
1934  involved  nearly  twice  the  volume  of  indebtedness  as  the  exten- 
sions, totaling  $112,000  as  compared  with  $70,000  for  extensions. 
The  compositions  generally  represented  cases  involving  compara- 
tively large  amounts  of  indebtedness,  averaging  $18,615  each  as 
compared  with  an  average  of  $1,475  for  extensions.  The  settlements 
by  composition  called  for  a  total  amount  to  be  paid  of  about  $46,000 
or  $7,618  each,  or  approximately  41  percent  of  the  amount  of  indebted- 
ness owing.  All  but  one  of  the  cases  occurred  in  the  North  Central 
States.  In  1935  there  were  only  four  compositions  and  six  extensions 
under  section  74  (table  14,  p..  30). 

The  extensions  under  section  74  in  1934  numbered  39  cases  during 
this  first  year  of  experience  under  this  provision.  Of  the  total,  34 
occurred  in  Virginia,  and  averaged  about  $1,300  each.  The  fact 
that  all  but  three  of  the  extension  cases  occurred  in  Southern  States, 
where  the  amount  of  credit  used  per  farm  averages  less  than  in  many 
other  sections,  probably  accounts  for  the  smaller  average  size  of  the 
cases  adjusted  under  the  extension  provision  as  compared  with  the 
size  of  the  cases  adjusted  by  composition  which  occurred  in  the  North 
Central  States  (table  12). 

i*  U.  S.  Stat.  L.    See  footnote  13. 
" See  footnote  12. 
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PROVISIONS  AND  EXPERIENCE  UNDER  SECTION  75 

The  most  extensively  used  provision  of  the  amendments  of  1933 
and  1934  has  been  section  75.  This  section  provides  for  the  appoint- 
ment by  Federal  courts  of  local  conciliation  commissioners  who, 
after  hearing  of  cases  and  at  small  cost,  may  approve  agreements 
between  farmers  and  a  majority  of  creditors  whereby  the  terms  or 
time  of  payment  may  be  rearranged  to  conform  to  their  mutual 
interests.16  The  law  is  under  the  jurisdiction  of  the  Federal  courts. 
The  farmer  in  his  petition  states  that  he  is  unable  to  meet  his  obliga- 
tions as  they  mature;  he  does  not  declare  himself  a  bankrupt.  A 
summary  of  the  provisions  of  this  section  appears  on  page  27. 

During  the  first  fiscal  year  following  the  enactment  of  the  amend- 
ments on  March  3,  1933,  the  United  States  Department  of  Justice 
reported  349  cases  in  which  farmers  had  made  formal  use  of  section  75 
for  adjustment  of  debt  problems.  This  process  involved  the  use  of 
the  services  of  the  debt-conciliation  commissioner  appointed  by  the 
Federal  district  court  in  winch  the  applying  farmers  were  located. 
Approximately  one-third  of  the  total  number  of  such  cases  occurred 
in  Michigan  and  between  one-fifth  and  one-sixth  of  the  total  in  each 
of  the  States  of  Kansas  and  Utah.  This  fact  may  be  significant  as 
indicating  that  the  most  extensive  use  of  the  facilities  occurred  in 
communities  where  special  effort  was  made  to  acquaint  farmers  with 
their  privileges  under  the  law  and  to  assist  them  in  adjusting  their 
debt  ohfficulties  (table  12). 

Taken  as  a  whole,  the  410  cases  reported  as  being  formaUy  settled 
by  composition  or  extension  dining  the  first  year  of  operation  under 
the  new  provisions  of  the  law  represent  a  small  proportion,  8.7  percent, 
of  the  total  number  of  farmer  cases  settled  under  the  bankruptcy  act 
and  constituted  a  very  much  smaller  percentage  of  the  total  number 
of  cases  of  farm-debt  distress  found  throughout  the  country.  It  is 
probable  that  the  unf amiliarity  of  many  farmers  with  the  act  had  the 
effect  of  restricting  the  number  of  cases  which  arose  for  attention 
under  its  provision.  It  is  also  possible  that  the  various  moratorium 
laws  enacted  by  the  State  legislatures  offered  sufficient  protection  to 
debt-distressed  farmers  to  reduce  the  number  of  cases  utilizing  the 
special  relief  provisions  of  the  bankruptcy  act. 

The  number  of  cases  of  distress  that  were  adjusted  during  the  first 
year  of  operation  of  the  new  provisions  for  debt  settlement,  though 
much  smaller  than  the  number  of  formal  bankruptcy  cases  concluded 
during  the  year,  was  sufficiently  large  to  indicate  an  awakening  interest 
in  the  added  provisions  for  debt  compositions  and  extensions. 

A  much  more  extensive  use  of  the  provisions  of  section  75  was 
reported  during  the  second  year  of  its  operation.  By  April  1935 
more  than  3,000  cases  had  arisen  under  section  75,  or  nearly  three- 
fourths  of  the  total  number  of  bankruptcies  during  the  preceding 
year,  and  by  June  30,  1935,  the  total  had  risen  to  5,961  (table  14). 

The  rapid  increase  in  use  of  the  new  provisions  of  the  bankruptcy 
act  indicates  that  they  have  served  a  practical  need  under  the  con- 
ditions of  the  time.  The  provision  of  convenient  and  inexpensive 
conciliation  facilities  offers  opportunity  for  debtors  and  creditors  to 
rearrange  their  credit  agreement  at  any  time  either  before  or  after  the 

16  The  original  amendment  of  Mar.  3,  1933,  required  a  petition  by  15  farmers  as  a  condition  for  appoint- 
ment of  a  conciliation  commissioner.  The  amendment  of  1934  provided  directly  for  the  appointment  of 
such  commissioners  in  all  counties  having  as  many  as  500  farms. 


FARMER  BANKRUPTCIES,   1898-1935  27 

original  contract  expires.  If  both  are  willing,  they  may  change 
terms  to  a  more  workable  basis.  The  court  may  approve  if  satisfied 
that  the  interests  of  equity  are  served. 

Even  though  the  most  effective  time  to  control  and  adjust  indebted- 
ness is  before  the  obligation  has  been  incurred,  if  for  any  reason  of 
unfortunate  events  a  farmer  finds  himself  in  a  position  that  offers  no 
prospect  for  him  to  meet  his  obligations,  the  amended  National 
Bankruptcy  Act  provides  a  means  for  his  assistance  in  getting  a  fair 
adjustment  among  his  creditors. 

SUMMARY  OF  PROVISIONS  OF  SECTION  75  RELATING  TO 
COMPOSITIONS  AND  EXTENSIONS 

Section  75 17  of  the  National  Bankruptcy  Act  relates  to  agricultural 
compositions  and  extensions.  As  amended  in  1934,  this  section 
provides  for  the  appointment  of  conciliation  commissioners  in  each 
agricultural  county.  The  conciliation  commissioner's  term  of  office  is 
1  year  and  he  is  removable  by  the  court.  Only  individuals  who  are 
residents  of  the  county  and  who  are  familiar  with  agricultural  con- 
ditions and  who  are  not  engaged  in  the  financing  of  farmers  or  in 
dealing  in  agricultural  commodities  are  eligible  for  appointment. 

Farmers  who  desire  to  use  the  provisions  of  section  75  may  file  a 
petition  and  pay  a  fee  of  $10  to  be  transmitted  to  the  clerk  of  the 
court  and  in  turn  to  the  Treasury.  The  compensation  of  the  con- 
ciliation commissioner  including  his  authorized  expenses  is  payable 
out  of  the  Treasury.18  The  general  orders  governing  the  adminis- 
tration of  the  office  of  conciliation  commissioner  are  made  by  the 
Supreme  Court,  but  district  courts  of  the  United  States  may  permit 
any  such  general  order  to  be  waived. 

The  farmer's  petition,  which  may  be  filed  at  any  time  within  5 
years  following  1933,  must  set  forth  that  the  farmer  is  insolvent  or 
unable  to  meet  his  debts  as  they  mature  and  that  it  is  desirable  to 
effect  a  composition  or  an  extension  of  time  to  pay  his  debts.  This 
petition  accompanied  by  the  farmer's  schedules  and  an  inventory 
of  his  estate  must  be  filed  with  the  court  but  may  be  received  by  the 
conciliation  commissioner  for  the  county  in  which  the  farmer  resides 
and  by  him  transmitted  to  the  clerk  of  the  court. 

Upon  receipt  of  the  farmer's  petition,  the  conciliation  commissioner 
must  promptly  call  the  first  meeting  of  creditors  stating  in  the  notice 
that  the  farmer  proposes  to  offer  terms  of  composition  or  extension 
and  enclosing  the  summary  of  the  inventory,  a  brief  statement  of  the 
farmer's  indebtedness  as  shown  by  the  schedules,  and  a  list  of  the 
names  and  addresses  of  the  secured  creditors  and  unsecured  creditors 
with  the  amounts  owing  to  each  as  shown  by  the  schedules.  At  the 
first  meeting  of  the  creditors,  the  farmer  may  be  examined  and  the 
creditors  may  appoint  a  committee  to  submit  to  the  conciliation 
committee  a  supplementary  inventory  of  the  farmer's  estate.  The 
conciliation  commissioner  may  fix  a  reasonable  time  within  which  the 
application  for  confirmation  shall  be  made.  After  the  filing  of  the 
petition  and  prior  to  confirmation  or  other  disposition  of  the  com- 
position or  extension  proposal  by  the  court,  the  court  is  authorized 

"  Condensed  from  United  States  Statute  Laws.    See  footnote  12. 

is  Conciliation  commissioner's  fee  designated  as  $10  under  the  original  provision  in  the  amendment  of 
1933  and  increased  to  $25  under  the  amendment  of  1934.  V .  S.  Stat.  L.,  73d  Cong.,  2d  sess.,  v.  48,  ch.  424, 
p.  925. 
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to  exercise  such  control  over  the  the  property  of  the  farmer  as  it 
considers  in  the  best  interests  of  the  farmer  and  his  creditors. 

The  conciliation  commissioner  has  the  duty  of  preparing  the  final 
inventory  of  the  farmer's  estate  after  considering  the  inventory  filed 
by  the  farmer  and  any  supplementary  inventory  filed  by  the  creditors. 
An  application  for  the  confirmation  of  a  composition  or  extension 
proposal  may  be  filed  in  the  court  of  bankruptcy  after  it  has  been 
accepted  in  writing  by  a  majority  of  all  creditors  whose  claims  have 
been  allowed,  including  secured  creditors  whose  claims  are  affected, 
provided  this  number  also  represents  a  majority  of  the  amount  of 
such  claims,  and  provided  the  farmer  has  deposited  the  money  or 
security  necessary  to  pay  all  debts  which  have  priority  unless  waived. 
The  court  will  then  confirm  the  proposal  after  it  is  satisfied  that  (1) 
it  includes  an  equitable  and  feasible  method  of  liquidation  for  secured 
creditors  and  of  financial  rehabilitation  for  the  farmer,  (2)  it  is  for 
the  best  interests  of  all  creditors,  and  (3)  the  offer  and  its  acceptance  " 
are  in  good  faith. 

The  terms  of  the  composition  or  extension  proposal  may  extend 
the  time  of  payment  of  either  secured  or  unsecured  debts,  or  both, 
and  may  provide  for  priority  of  payments  to  be  made  during  the 
period  of  extension  as  between  secured  and  unsecured  creditors. 
The  composition  may  also  prescribe  conditions  which  the  farmer  must 
carry  out  during  the  period  of  the  extension  including  provision  for 
payments  on  account,  and  it  may  arrange  for  supervision  or  other 
control  by  the  conciliation  commissioner  over  the  farmer's  affairs 
provided  that  such  provisions  do  not  interfere  with  the  allowances 
and  exemptions  permitted  the  debtor  by  law.  This  decision  of  the 
court  is  binding  upon  the  farmer  and  all  of  his  creditors  provided  it 
does  not  reduce  the  amount  nor  impair  the  lien  of  any  secured  creditor 
but  affects  only  the  time  and  method  of  liquidating  the  debt.19 

10  The  detailed  provisions  of  the  bankruptcy  law  may  be  obtained  by  writing  to  the  U.  S.  Department  of 
Justice,  Washington,  D.  C. 
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APPENDIX 

Table  13. — Number  of  bankruptcies  among  farmers  compared  with  total  of  all 
bankruptcies  (cases  concluded  in  fiscal  years  ended  June  80,  1934  and  1935) 


State  and  geographic  division 

Total  bankruptcies 

Bankruptcies 
among  fanners 

Farmer  bankrupt- 
cies expressed  as 
percentage  of  all 
cases 

1934 

1935 

1934 

1935 

1934 

1935 

Number 
543 
141 
120 
1,786 
183 
1,400 

Number 

531 

68 

114 

2,122 

-153 

904 

Number 
85 
10 
28 
20 
3 
25 

Number 

68 

6 

24 

18 
1 
6 

Percent 
15.7 
7.1 
23.3 
1.1 
1.6 
1.8 

Percent 
12.8 

8.8 

21.1 

.8 

Rhode  Island- 

Connecticut    .    - 

7 

New  England 

4,173 

3,892 

171 

123 

4.1 

3.2 

7,  955 
1,607 
2.474 

7,668 
2,  079 
1,692 

185 

27 
208 

256 
30 
171 

2.3 

1.7 
8.4 

3-8 
1.4 

10.1 

12,  036 

•     11,439 

420 

457 

3.5 

4  0 

Ohio                        

5,623 

829 

4,737 

2,682 

1,508 

6,460 
754 
4,479 
2,788 
1,340 

443 
160 
527 
43 
211 

302 
159 
356 
61 
177 

7.9 
19.3 
11.1 

1.6 
14.0 

4.7 

Indiana.      ._-              -  .-  . 

21.1 

7.9 

2.2 

Wisconsin.                

13.2 

East  North  Central.  _  _ 

15,  379 

15.821 

1.384 

1.  055 

9.0 

6.7 

1,073 
889 

1,530 

88 

116 

439 

334 

1,056 

734 

1,286 

78 

89 

342 

934 

117 
395 
221 
39 
53 
84 
74 

84 
332 

167 
40 
36 
84 

134 

10.9 
44.4 
14.4 
44.3 
45.7 
19.1 
22.2 

8.0 

Iowa      ...  ..      -_    . 

45.2 

Missouri _j 

13.0 
51.3 

South  Dakota  ...             _ 

40.4 

Nebraska          .  .             .             

24.6 

Kansas                    _  ...  .. 

14.3 

4,469 

4,519 

983 

877 

22.0 

19.4 

Delaware            ...  ..  . 

58 
539 
195 

2,496 
756 
648 
156 

2,069 
325 

51 
391 
159 
2,313 
793 
591 

1,733 

218 

18 

91 

0 

154 

39 
162 

29 
196 

10 

30 

84 

0 

159 

53 
207 

16 
171 

15 

31.0 

16.9 

0 

6.2 

5.2 

25.0 

18.6 

9.4 

3.1 

58.8 

Maryland..      .  .                           -  - 

21.5 

District  nf  Columbia 

0 

Virginia             _  -           __  __     _ 

6.9 

West  Virginia          -          .              -     ... 

6.7 

North  Carolina 

35.0 

South  Carolina -      

20.8 

9.9 

Florida.    .  .                   

6.9 

South  Atlantic 

7,242 

6.326 

699 

735 

9.7 

11.6 

Kentucky.. 

1,449 

2,871 

2,024 

353 

1,296 

2,603 

1,735 

228 

154 
99 

100 
46 

143 
98 

150 
40 

10.6 
3.4 
4.9 

13.0 

11.0 

Tennessee 

3.8 

Alabama  .                .. 

8.6 

Mississippi 

17.5 

East  South  Central..-. 

6,797 

5.862 

399 

431 

5.  9 

7.4 

Arkansas    .  .                   ..      .  ... 

373 
577 
578 
942 

262 
454 
434 

849 

50 

74 

41 

164 

39 
66 
21 
181 

13.4 
12.8 
7.1 
17.4 

14.9 

Louisiana 

14.5 

Oklahoma-  _ 

4.8 

Texas 

21.3 

West  South  Central    -    .. 

2.470 

1.999 

329 

307 

13.3 

15.4 

Montana.  .    .     ...     ..        .     ..- 

119 
89 
66 

396 
56 
46 

212 
24 

143 
58 
61 

330 
72 

113 

168 
10 

20 
34 

9 
29 

8 

9 
21 

1 

29 
20 

4 
20 

8 

6 
14 

0 

16.8 
38.2 
13.6 
7.3 
14.3 
19.6 
9.9 
4.2 

20.3 

Idaho .      -         .      .         

34.5 

Wyoming. 

6.6 

Colorado .      . 

New  Mexico.      .      .     - 

6.1 

11.1 

Arizona. .              ....._..__.. 

5.3 

Utah 

8.3 

Nevada. .     __ 

0 

Mountain.. 

1.008 

955 

131 

101 

13.0 

10.6 

Washington.        ______     .      _________ 

794 

857 

3,608 

840 

868 

3,798 

37 
40 
123 

64 
48 
113 

4.7 
4.7 
3.4 

7.6 

Oregon. 

5.5 

California __  ..        .  ...    .. 

3.0 

Pacific 

5,259 

5.506 

200 

225 

3.8 

4.1 

United  States 

58,  833 

56,  319 

4.716 

4.311 

8.0 

7.7 
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Table  14. — Compositions  and  extensions  of  farmer  cases,  under  provisions  of  the 
National  Bankruptcy  Act,  year  ended  June  30,  1985 


Under  sec- 
tion 12 

Under  section  74 

Under  sec- 
tion 75 

Total  farm- 

State and  geographic  division 

Composi- 
tions 

Extensions 

er  compo- 
sitions and 
extensions 

Number 
0 
0 
0 
0 
0 
0 

Number 
0 
0 
0 
0 
0 
0 

Nu  mber 
0 
0 
0 
0 
0 
0 

Number 
1 
1 
7 
1 
0 
5 

Number 

1 

1 

7 

Massachusetts 

1 
0 

5 

New  England                   _     .  ...  . 

0 

0 

0 

15 

15 

0 
0 
0 

0 

0 
0 

0 
0 
0 

52 
16 
8 

52 

16 

Pennsylvania.              . 

8 

Middle  Atlantic        .     ._ 

0 

0 

0 

76 

76 

Ohio 

2 
0 
0 
0 
0 

0 

0 
0 
0 
0 

6 
0 
0 
0 
0 

189 
412 
232 
258 
170 

197 

Indiana 

412 
232 

258 

Wisconsin  _  .  .        ... 

170 

East  North  Central 

2 

0 

6 

1,261 

1,269 

0 
0 
0 
0 
0 
0 

1 

0 

1 
1 

0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

363 
379 
429 
96 
110 
222 
424 

363 

380 

Missouri..  . 

430 

North  Dakota        .... 

96 

South  Dakota..             ...           .... 

110 

222 

425 

1 

2 

0 

2,023 

2,026 

.    0 
0 
0 
0 
0 

1 

0 

1 

0 

0 
0 
0 
0 
0 

1 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
29 
0 
21 
26 
139 
18 
176 
15 

0 

29 

District  of  Columbia . 

0 

Virginia         .                ...                    .  . 

21 

26 

141 

South  Carolina. . 

18 

Georgia  ..           .    ....  .  .      .... 

177 

Florida .             .     

15 

South  Atlantic 

2 

1 

0 

424 

427 

Kentuckv.             .             ..         .. 

1 

0 
0 
0 

0 
0 
0 
0 

0 
0 

0 
0 

100 
155 
52 
48 

101 

Tennessee. . . 

155 

Alabama 

52 
48 

East  South  Central 

1 

0 

0 

355 

356 

Arkansas 

Louisiana    .     .          .               ...... 

Oklahoma 

Texas .  .         .      .           ..... 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

330 

20 

344 

213 

330 
20 
344 
213 

West  South  Central.  _  ...  . 

0 

0 

0 

907 

907 

Montana .. 

0 
0 
0 
0 
0 
0. 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 

19 
9 

7 
78 

8 
18 
70 

3 

19 

Idaho 

Wyoming . 

9 

7 

Colorado . _  .. 

78 

New  Mexico . 

8 

Arizona 

18 

Utah 

70 

Nevada 

3 

Mountain.   .  ... 

0 

0 

0 

212 

212 

Washington..     . .. 

0 
0 
2 

0 

1 

0 

0 
0 
0 

52 
46 
590 

52 

Oregon  . .. 

47 

592 

2 

1 

0 

688 

691 

United  States 

8 

4 

6 

5,961 

5,979 
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Table  15. — Distribution   of  farmer   bankruptcy   cases   in   1934   and-   1935   which 

showed  assets 


Amount 

1934 

1935 

$l-$250                                                     - -     -  .          - .- 

Number 
943 
252 
418 
216 
116 

Number 

770 

$251-$500                                                    

251 

$501-$1,500 

377 

$1,501-$5,000 

243 

Over  $5,000 

116 

Total 

1,945 

1,757 

Division  of  Agricultural  Finance,  Bureau  of  Agricultural  Economics. 
Data  from  annual  reports  of  the  Attorney  General. 
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Bureau  of  Plant  Industry Frederick  D.  Richet,  Chief. 

Bureau  of  Public  Roads Thomas  H.  MacDonald,  Chief 

Soil  Conservation  Service H.  H.  Bennett,  Chief. 

Weather  Bureau Willis  R.  Gregg,  Chief. 


This  circular  is  a  contribution  from 

Bureau  of  Agricultural  Economics A.  G.  Black,  Chief. 

Division  of  Agricultural  Finance Roy  M.  Green,  Principal  Agricul- 
tural Economist,  in  Charge. 
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